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President Meany, flanked by Legislative Director 
Biemiller and Research Director Ruttenberg, testifies 
in support of emergency public works legislation. 
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THE FIRST SESSION: 
A QUALIFIED SUCCESS 


A statement by the AFL-CIO Executive Council Oct. 10, 1961 


For the first time in many years, dating back before the formation 
of the united labor movement, a session of Congress can properly be 
described as a qualified success. 


Indeed, the first session of the 87th Congress would deserve far 
warmer words except for the magnitude of those problems it left 
unsolved. In positive terms, putting aside for a moment the unfinished 
business, the recent legislative year was the most productive since 1933. 


Long-sought and badly needed social measures which had failed in 
the past because of Presidential opposition were enacted this year 
and signed into law. Among the outstanding examples were: 


1. Wage hour improvement. A two-step raise in the federal 
minimum wage to $1.25 and the inclusion of 31/, million more 
workers under the law's protection became a reality after a three- 
year struggle. 


o 2. Aid to depressed areas. Twice passed by Congress and 
twice vetoed in the previous Administration, this basic measure 
for the rejuvenation of the national economy and the restoration 


of job opportunities for stranded workers is now going into 
operation. 


3. Housing. A barrage of vetoes and veto threats kept the 
federal housing program at a bare minimum for ese The 87th 
Congress, in contrast, enacted the most comprehensive housing 
bill in history. 

4. Unemployment compensation. Although the previous Con- 
gtess adopted a temporary extension of unemployment benefits, 
it did so on a matching-grant basis that only a minority of the 
states accepted. This year the extension was on a federal basis 
and thus helped all qualified workers. 
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5. Water pollution. A bill to curb the pollution of America’s 
rivers and streams was vetoed last year. This year it became law. 


6. Social security. Widows’ benefits and the minimum basic 


benefit were raised; the permissive retirement age for men was 
reduced to 62. 


This year the White House was an active and adept advocate of 
these and other social advances; Presidential leadership played a de- 
cisive part in their successful course through a Congress that in stat- 
istical terms would appear less liberal than the one before. 

A key element in this success was a reform in the House rules Com- 
mittee, which at last weakened the power of a bipartisan coalition of 
reactionaries to throttle progressive bills. 

Moreover, the new Administration sponsored and saw through an 
impressive array of other legislation; following is a partial list: 


1. Aid to dependent children. Federal-state assistance was 
authorized for the needy children of unemployed fathers. 

2. Community health facilities. Federal aid for non-hospital 
health services was authorized and grants for construction of 
non-hospital health services were expanded. 


3. Disarmament. A permanent agency was created to carry 


on a continuing study of means to bring about an end to the 
arms race, 


4. Peace Corps. This campaign proposal by President Ken- 
nedy is now a part of America’s world-wide assistance to under- 
developed nations. 


5. Highways and airports. The continuation of these essential 
construction activities was assured by new legislation. 


In a very real sense, Congress carried out the pledge of the new 
President to get America moving again. 

Even so, we cannot and should not ignore the failures, which un- 
happily have a cruel and immediate impact upon all wage-earners, 
their children and their parents, and upon our country's efforts to 
strengthen democracy everywhere on earth. 

First among these failures was neglect of high, continuing unem- 
ployment. Nearly five million workers, almost seven per cent of the 
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labor force, have been jobless, month in and month out. For them 
the improvements in gross national output, business profits and all 
the rest have little meaning. Until they are restored to full, gainful 
employment, no one can claim the recession is over. 


The Administration and Congress were gravely remiss in ignoring 
two measures—a temporary cut in the withholding income tax and a 
program of short-term public works projects—that would have created 
millions of jobs for able and willing Americans. Congress also de- 
ferred, with little justification, a bill to assist in the retraining and 
relocation of workers victimized by automation. 


Second, Congress failed to provide federal aid to education, even 
though a solid majority of the American people favored it. An 
unfortunate religious dispute developed which was fomented and 
exploited by the foes of federal aid with such insidious skill that the 
basic aid measures were strangled in a parliamentary tangle. 


Third, Congress did not progress beyond the stage of committee 
hearings on the question of medical care for the aged as part of our 
social security system. This program has been studied so exhaustively 


over so long a time, and popular sentiment is so strongly behind it, 
that further delay seems hard to justify. 


Fourth, Congress did enact almost without dissent a program to 
strengthen the longevity pay system in the postal services; but the 
President, despite our appeal to the contrary, vetoed it. We deeply 
regret that the President took this action and we hope he will change 
his view when, as he promised, he reexamines the question next year. 


On other measures—better regulation of health and welfare funds, 
permanent federal standards for unemployment compensation, tax 
revision, situs picketing and NLRB reform—the full record of the 
87th Congress must also wait another year for assessment. 


A disheartening development during the closing days of the last 
session was the success of the reactionary coalition— the coalition of 
Republicans and Southern Democrats that has dominated Congress so 
often in the past, but was largely overcome for most of this year— 
in cutting down the foreign aid bill to less than adequate terms, even 
though the final result was accepted by the Administration, 
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Next year this same Congress will have to cope with the necessity 
of extending the nation’s reciprocal trade program. The complexity 
of the issues, involving the needs of other free nations and the mainte- 
nance of proper safeguards for American workers, will demand a high 
level of statesmanship. 


Unless that statesmanship is forthcoming, the democratic alliance 
headed by our country, the further domestic reforms necessary to main- 
tain our position as the showcase of freedom and the well-being of 
our own people will be endangered. 


The danger can be averted and any trend toward reaction can be 
reversed if all of us in the united labor movement do our part as 
citizens and voters. Personal letters and personal visits can fortify 
the determination of a wavering legislator. The voice of the people 
can make it clear that what’s good for the counitry is also good for 
members of Congress. 


Therefore, we call upon AFL-CIO members throughout the nation 
to familiarize themselves with the record of Congress and especially 
with the many pressing issues that must be resolved next year; and 
having learned the facts, to make known their views to the Congress- 
man and Senators who represent them. Only in that way can we 
insure that the second session of the 87th Congress will surpass the 
achievements of the first. 


en Mas 
pe Be Gare We serae 
cae ie cease 
eee has 
Nal erage yy 
erie SANT reel eh 
ee 
; 
4 i 
ena ta ha 
ia So 
ite: —_— 
rE On 
ea / 
se aA 
aka ‘ 4 ae 
a 
: . : : : 


ACCOMPLISHMENTS 


Congressional Rules 


The key fight which set the stage for the 87th Congress took place in 
the House of Representatives in January. The fight was to break the 
Rules Committee roadblock. 

For years a coalition of conservative Southern Democrats and Re 
licans on the Rules Committee had delayed and blocked major pieces 
of social legislation which they opposed. In the previous Congress 
alone, the Rules Committee had killed federal aid to education, the situs 
picketing bill and a Senate-passed housing bill, blocked consideration 
of depressed areas legislation under the normal procedure, and seriously 
delayed action on civil rights. 

Clearly, if the legislative program of the New Frontier was even to 
reach the House floor. for debate, something had to be done about the 
Rules Committee. 

After considering various ways to meet the ag the House Demo- 
cratic leadership finally decided to increase the size of the Committee. 
The Committee consisted of four Republicans and eight Democrats, two 
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of whom almost always joined with the Republicans to kill controversial 
legislation, The leadership maneuver was to add two moderate or liberal 
Democrats and one Republican, thus giving the leadership a one-vote 
edge on the Committee. 

Tension ran high and the House galleries were packed when the ques- 
tion came to a vote. 


On the roll call, January 31, 1961, the House voted to 
increase the size of its Rules Committee. 

Voting to break the Rules Committee roadblock . .. .217 

(195 Democrats, 22 Republicans) 
Voting to keep conservative control ............. 212 

(64 Democrats, 148 Republicans) 
Thus, by the slimmest of margins, the Kennedy Administration won 
its first major issue in the House of Representatives. The vote paved the 
way for House consideration of President Kennedy’s legislative program. 


Congressional liberals, with the strong support of the AFL-CIO, re- 
newed their efforts to extend the coverage of the Fair Labor Standards 
Act and increase the minimum wage to $1.25 an hour. All recent 
attempts to enact realistic amendments to the law had been frustrated 
by conservative opposition both in Congress and the White House. But 
liberals were optimistic this year, because President Kennedy placed 
minimum wage high on his list of top priority legislation. 

Despite this strong Presidential leadership, proponents of minimum 
Wage improvements faced a tough fight, especially in the House. The 
House Education and Labor Committee reported a bill, introduced b 
Representative Roosevelt (D., Calif.), wrth % included most of the Ad- 
ministration’s recommendation. It called for extension of coverage to 
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4,300,000 more workers, and increased the minimum to $1.25 an hour 
in a series of annual step-ups. 

Conservatives immediately countered with a substitute offered by 
Representatives Kitchin (D., N.C.) and Ayres (R., Ohio). The Kitchin- 
Ayres substitute extended coverage to only 1,600,000 employees of retail 
chain setores with at least five outlets in two or more states. It gave 
them only a $1.00 minimum and no overtime protection. The conserva- 
tive substitute would have given only a $1.15 minimum for workers then 
covered. 

In an effort to fight off the Kitchin-Ayres substitute, the House leader- 
ship offered a compromise proposal, introduced by Representative Albert 
(D., Okla.). This was rejected on a 185-186 teller vote. The vote then 
came on the Kitchin-Ayres substitute. 


On the roll call, March 24, 1961, the House adopted 
the Kitchin-Ayres substitute. 


Voting for the wholly inadequate substitute ...... 216 
(74 Democrats, 142 Republicans) 
Voting against cutting the committee bill ........ 203 


(177 Democrats, 26 Republicans) 

The House then passed the measure, 341 to 78. 

With the House-passed bill so unsatisfactory, the burden fell upon the 
Senate to pass constructive legislation. 

The McNamara (D., Mich.) bill reported by the Senate Labor Com- 
mittee was closely patterned after the Administration’s proposals, When 
the bill reached the floor, a number of attempts were made to weaken 
its provisions. Chief among these was an amendment offered by Senator 
Monroney (D., Okla.). The Monroney amendment would have limited 
coverage of retail and certain other workers to those employed by enter- 
prises operating in two or more states, thus cutting new coverage sub- 
stantially, and introducing an idea into the law (similar to the Kitchin- 


Ayres substitute) which would have made it difficult to extend coverage 
in the future. 


On the roll call, April 19, 1961, the Senate rejected 
the Monroney amendment reducing extended coverage 
to about 2.5 million additional workers. 

Voting to reduce coverage .............-.+-20085 39 
(20 Democrats, 19 Republicans) 
Voting to retain the larger coverage in the McNamara 


SSE Oe ee Ey ee Pay here Ee ey eee ek 56 
(43 Democrats, 13 Republicans) 
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A closer vote came on an amendment by Sen. Smathers (D., Fla.) to 
exempt laundry workers from the extended coverage provisions of the 
Senate bill. 


On the roll call, April 19, 1961 the Senate rejected an 
effort to cut laundry workers from the bill. 


Voting against minimum wage protection for laundry 


(21 Democrats, 24 Republicans) 


Voting for coverage of laundry workers 
(42 Democrats, 10 Republicans) 


Although the Senate retained coverage for laundry workers, this pro- 
tection was later eliminated in conference. All other crippling amendments 
were also rejected. The bill passed, 65-28. 


In the conference committee of the two Houses, the compromise be- 
tween the two versions resembled the Senate bill much more closely than 
the House bill. 


The conference report extended coverage to 3.6 million workers in 
retail and service enterprises, construction, small telephone exchanges, sea- 
faring and fish processing. For these newly covered workers, the mini- 


mum rose from $1.00 to $1.25 an hour after four years, and overtime 
protection was provided for most of them at 44 hours after two years and 
after 40 hours four years after the Act was effective. The minimum for 
workers already coveted was raised to $1.15 now and to $1.25 after two 
years. 

Despite the fact that the House had originally passed a much worse 
bill, the conference report was adopted. 


On the roll call, May 3, 1961, the House approved 
the minimum wage conference report. 


Voting for a meaningful minimum wage bill . .. . . .230 
(197 Democrats, 33 Republicans) 


Voting against real improvements in the law ....196 
(58 Democrats, 138 Republicans) 


The conference report passed the Senate on a voice vote. The mini- 
mum wage bill became one of the new Administrative’s major legislative 
achievements, and brought much needed help to many American workers. 
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Area Redevelopment 


Legislation to help chronically depressed areas was high on the legisla- 
tive agenda as the 87th Congress convened. The original depressed areas 
bill had been introduced by Senator Douglas (D., Ill.) in 1955, and 
twice since then Congress passed, and President Eisenhower vetoed, area 
redevelopment legislation. 

What to do about depressed areas had been a key issue in the 1960 
Presidential election campaign, and President Kennedy was fully com- 
mitted to support strong legislation. Senator Douglas again introduced 
his bill, which was designed to encourage new industry and create new 
jobs in areas with persistently high unemployment. It had become ap- 
parent that energetic state and local efforts were unable to do the iob, 
and that the problem was a national one requiring national attention. 

When the bill reached the Senate floor, a major effort was made by 
conservatives to change the financing features. The Douglas bill called 
for much of the financing to be done by the proposed Area Redevelop- 
ment Administration borrowing from the Treasury without further 
Congressional authorization. Conservatives wanted the ARA to come back 
to Congress each year for annual appropriations. Experience has shown 
that the Appropriations Committees in both House and Senate often 
strangle needed government operations by cutting off their funds, and 
so the AFL-CIO strongly supported Treasury financing. (See section, 
“Treasury Financing.’’) 

On the roll call, March 14, 1961, the Senate rejected 
the Robertson amendment. 
Voting for annual appropriations .............. 45 
(16 Democrats, 29 Republicans) 
Voting for assured financing to carry out the pro- 
QUO. ai euee sib WMS Ss NERS OD OK a OTS. ENS 49 
(47 Democrats, 2 Republicans) 
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The bill then passed the Senate, 63 to 27. 


In the House, the bill reported by the Banking and Currency Commit- 
tee was different from the Senate version. It required annual appropria- 
tions for all ARA activities. After rejecting conservative efforts to cut 
down the program, the House voted to pass the bill. 


On the roll call, March 29, 1961, the House voted to 
pass the area redevelopment bill. 
Voting for federal help to areas of persistently high 
unemployment 
(208 Democrats, 43 Republicans) 
Voting against federal aid for depressed areas ... . 167 
(42 Democrats, 125 Republicans) 


In the conference committee, the Senate’s Treasury financing provisions 
were accepted instead of annual appropriations, and conservative House 
members girded for a fight to defeat the conference report. 

On the roll call, April 26, 1961, the House adopted 
the depressed areas conference report. 
Voting for an effective depressed area program ... .244 
(193 Democrats, 31 Republicans) 


Voting against depressed areas aid with assured 
financing 
(56 Democrats, 137 Republicans) 


The Senate agreed to the conference report by voice vote. 

Key provisions of the bill gave the Area Redevelopment Administra- 
tion three $100 million revolving funds for industrial redevelopment, 
rural redevelopment, and construction of needed public facilities. It also 
authorized vocational training for unemployed workers and subsistence 
payments in lieu of unemployment compensation for workers undergoing 
retraining. 

The law also specifically denies aid to “runaway” industries which create 
unemployment by closing down in one locality to move to another. 


Temporary Unemployment Compensation 


The high rate of unemployment as the nation entered the new year 
(nearly 7% of the work force) forced immediate consideration of steps to 
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help workers who had exhausted their unemployment compensation 
benefits. . 

Shortly after his inauguration, President Kennedy — the Con- 
gress to pass legislation extending benefits to these workers. Under the 
Administration bill, a worker whose benefits were exhausted could receive 
extended benefits for half again as many weeks as he had already received 
them, up to a maximum of 13 additional weeks. ‘ 

The program was to be financed by increasing the federal payroll tax 
on employers, and paying the benefits from a “‘pool’’ thus created. 

These financing arrangements came to be the point of conservative at- 
tack on the bill. They argued that employers in one state should not 
be called upon to pay the unemployment benefits of workers in another 
state. 

Administration forces, led by Senators Gore (D., Tenn.) and Douglas 
(D., Ill.), replied that the causes of the recession were national, and 
therefore the extended unemployment payments should be met nationally. 

Had the position of the conservatives prevailed, some of the states with 
heaviest unemployment would not have able to pay the full benefits 
under the bill. 

The key test came in the Senate, on an amendment offered by Senator 
Byrd (D., Va.). Under the Byrd amendment, only the tax increase col- 
lected from employers in a given state could be used to pay for the ex- 
tended benefits in that state. 


On the roll call, March 16, 1961, the Senate rejected 
the Byrd amendment, which would have crippled the 
temporary unemployment compensation program. 


Voting to cripple the extended benefit program 12.42 
(16 Democrats, 26 Republicans) 


Voting to finance the program natiénally ...... one 0A 
(39 Democrats, 5 Republicans) 


The bill then passed 84-4, It had passed the House earlier by an over- 
whelming vote. Although the bill supplied some temporary relief to 
workers who were unemployed through no fault of their own, it did 


not meet the basic problem. The AFL-CIO has long advocated permanent 


federal standards for unemployment compensation to raise and extend 
benefits. For that story, pg, een 


“Unemployment Compensation.” 
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Inadequate housing and deteriorating urban areas are among the most 
critical problems faced by the new Administration. In response to these 
problems, President Kennedy proposed a multi-billion dollar housing and 
urban renewal program. Although the AFL-CIO believed the program 
was too limited, it strongly endorsed the Administration bill as a major 
step forward in these areas. 

Most of the President's recommendations were carried out by Congress 
in the Housing Act of 1961. Included are expanded programs of assist- 
ance for urban renewabl and planning, open space land, community facil- 
ities, farm housing, college housing, housing for the elderly, and mass- 
transportation systems. But the most significant provisions of the Act 
are the new measures to aid and facilitate housing for moderate-income 
familities. 

The AFL-CIO has continually urged the enactment of such measures, 
but, unfortunately, the needs of this income group have been neglected. 
This year, a more sympathetic Congress, led by a vigorous Administra- 
tion which was aware of these unanswered needs, has made available to 
this moderate income group long-term, low-interest loans for rental and 
cooperative housing, and 3% down-payment, 35-year mortgages for in- 
dividual homes. A large increase in grants for public housing construction 
will benefit the low-income bracket. 

An attempt was made in the Senate to delete the moderate-income 
housing provisions from the bill, But these provisions were restored, in 
a modified form, by the Sparkman (D., Ala.) amendment, which was 
passed by the narrow margin of only 5 votes. 


On the roll call, June 8, 1961, the Senate approved 
the Sparkman Amendment to restore moderate-income 
housing provisions. 
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Voting for support of moderate-income housing ... .47 
(43 Democrats, 4 Republicans) 


Voting against help for moderate-income housing . .42 
(15 Democrats, 27 Republicans) 


Several further attempts were made to cripple the bill, but a good bill 
passed, 64 to 25. 


In the House of Representatives, there was a long, hard fight over the 
measure, the outcome of which was never certain. Representative Mc- 
Donough (R., Calif.) moved to recommit the bill with instructions to 
substitute a simple one-year extension of existing programs. 


On the roll call, June 22, 1961, the House rejected 
the McDonough motion to substitute an inadequate 
housing bill. 


Voting for inadequate substitute ................ 197 
(39 Democrats, 158 Republicans) 
Voting against inadequate substitute ............ 215 


(208 Democrats, 7 Republicans) 
After the defeat of this motion, the bill was passed, 235 to 178. 


The Senate and House versions had several major differences, but a 
conference committee effected a compromise which included the best 
provisions of both bills. As a result, the Housing Act of 1961 represents 
a major breakthrough in housing legislation, and constitutes the most 
comprehensive housing law in the history of the nation. 


Social Security, Aid to Dependent Children 


The first session of the 87th Congress approved two other Kennedy 
proposals designed to help relieve suffering caused by unemployment. 

The first of these was a social security measure increasing minimum 
benefits from $33 to $40 monthly for retired workers, and increasing 
widows’ benefits. It also reduced the minimum retirement age for men 
from 65 to 62, although men retiring before age 65 will receive reduced 
benefits. The bill increased social security taxes and adjusted earnings 
limitations for retired persons. 

The second measure extended aid to dependent children benefits to the 
children of unemployed workers for a period of 14 months. Before 
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passage of this bill, aid to dependent children was limited to those families 
whose breadwinner was dead, absent or disabled. No benefits were 
available if the head of the family was simply unemployed. It was esti- 
mated that about 1,000,000 children and adults would benefit from the 
new law. 


Highways and Airports 


The Congress, on the recommendation of the President, approved meas- 
ures assuring adequate financing of the interstate and defense highway 
construction program and the federal grant program for airport con- 
struction. 

Tax legislation was necessary to make sure that the highway program 
would continue on schedule. The Congress approved extension of gasoline 
taxes and increases in taxes on tires, tubes and trucks. 

For airport construction, Congress approved federal grants of $75 
million a year for five years. 

Both bills will help provide employment for unemployed workers, as 
well as much-needed highway and airport construction. 


Water Pollution 


The continuing pollution of the nation’s rivers is causing increasing 
concern over our future water supply. In many areas, river pollution has 
already caused shortages of usable water, thus hampering industrial de- 
velopment, the creation of new jobs and limiting consumption of water 
in private homes. 

With more and more people and industries demanding more and more 
water, it is clear that prompt action must be taken to step up the nation’s 
war against water pollution. 

Early in the session, President Kennedy asked for increased federal 
financial ~ for water pollution control and greater federal powers to 
epee: I communities from polluting rivers. President Eisenhower 

ad vetoed a similar bill in the last Congress. 

Congress passed a bill, introduced by Rep. Blatnik (D-Minn.), in- 
creasing federal grants from $50 million annually to $80 in the first year, 
$90 million in the second year and $100 million for each of the next 
four years after enactment. It also gave the Attorney General greater 
enforcement powers to prevent water pollution. 
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Saline Water Conversion 


Another method of meeting water shortage problems is the conversion 
of salt water and brackish water for industrial and human use. Started 
in 1958, the experimental program had lagged, and President Kennedy 
urged its expansion. 

In the last days of the first session, the Congress approved a bill au- 
thorizing $75 million over the next six years for research and develop- 
ment of saline water conversion processes. Thus, substantial progress in 
increasing our available water supplies was made possible. 


Workmen's Compensation 


Rates of compensation for on-the-job injuries to workers in the District 
of Columbia and in dock-side occupations throughout the country are 
fixed by the Longshoremen and Harbor Workers’ Compensation Act. 
Partially because it is the workmen’s compensation act for the District, 
it is a model for similar statutes all over the country. 

This year, Congress made significant improvements in the law, raising 
maximum weekly benefits from $54 to $70. The new law will serve as 
an example for the states. 


Juvenile Delinquency 


In recent years juvenile delinquency has been on the rise eg the 
United States. Countless thousands of young people, especially in the 
metropolitan areas of the nation, have because of environmental and 
emotional problems, run afoul of the accepted standards of conduct in 
their communities. 

Two major problems facing juvenile authorities in trying to minimize 
juvenile delinquency have been the need to develop and spread our 
knowledge and techniques for dealing with young people, and the lack of 
énough trained personnel to apply what we know. 

In an effort to supply these needs, the Congress passed legislation intro- 
duced by Representatives Green (D., Ore.) and Brademas (D., Ind.) and 
Senator Clark (D., Penna.). The new law will provide federal grants 
of $10 million for each of three years to develop and demonstrate tech- 
niques for prevention and control of juvenile delinquency, and for training 
probation officers and others employed in the field. 
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Foreign Aid 


Congress was faced by a world taut with Cold War tensions. The inter- 
national situation deteriorated as we were plagued by one dangerous crisis 
after another—Laos, Cuba, Berlin. Foreign policy was therefore a major 
consideration in this session, and the area which received direct Congres- 
sional action was the U. S. foreign aid program. 

Despite vestiges of isolationist tendencies in Congress, the prospects for 
enactment of the President's proposals were generally very good. Most 
Congressmen realize that the continuation aaa expansion of foreign aid 
programs are indispensable to our struggle for peace and freedom. How- 
ever, there is a great divergence of views on just how much expansion 
there should be. The Congressional foreign aid fights pivoted on the point 
of the extent and nature of the program, rather than on its existence. 
President Kennedy made several new, original, and far-reaching foreign 
aid requests. The question was whether Congress was ready for them. 

The first such request was for the ratification of the Organization for 
Economic Cooperation and Development treaty. The purpose of the 
OECD is to strengthen the economic ties of the twenty member nations, 
especially in the fields of integrated and mutually beneficial foreign aid 
and foreign trade policies and programs. The Senate ratified this treaty on 
March 16, 1961, 72 to 18, marking a giant step in the further unification 
of the Atlantic Community. 

Congress also moved forward in the economic development of our own 
hemisphere. Funds for our Latin American neighbors had been authorized 
last year. This year, Congress appropriated $500 million for the Inter- 
American Social and Economic Cooperation Program and $100 million 
for the Chilean Reconstruction and Rehabilitation Program. The final Latin 
American aid bill was cleared on May 25, 1961, representing a real 
strengthening of our hemispheric “Alliance for Progress.” 
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But the President's most important and most challenging foreign aid 
request was for the passage of his program for international development, 
the Foreign Assistance Act of 1961. The intent of this program was not 
new: foreign aid is designed to help create viable, healthy economies as the 
basis for social and political stability in the new underdeveloped nations 
of the world. Without this stability, these countries are easy prey for the 
Communists. With it, they will contribute toward world peace and 
security. 

However, many of the ways by which President Kennedy proposed to 
achieve this goal were new. The old foreign aid programs were under a 
constant barrage of criticism. Many sincere doubts were expressed and 
many valid questions were raised as to the effectiveness of our past aid. 
President Kennedy agreed with many of these criticisms and acted posi- 
tively to remedy them by recommending fresh concepts and approaches. 
He acted primarily to eliminate uncoordinated administration, and to 
provide the means for long-term planning which the program had pre- 
viously lacked. 

The major principles in the Administration bill were (1) individual 
plans tailored to answer the specific needs of a country. (2) long-term 

lanning coupled with long-term financing, (3) emphasis on long-term, 
egy nt loans, (4) separation of military from economic assistance, 
and (5) greater unification of administrative agencies. $4.8 billion was 
asked for in order to carry on the various forms of assistance during the 
next fiscal year. The President requested a total five-year authorization 
of $8.2 billion for development loans, with authority to borrow this 
money from the Treasury. The AFL-CIO strongly supported this borrow- 
ing authority (See section, ‘“Treasury Financing.” ) 

On the Senate floor, opponents rallied their forces against treasury- 
borrowing. The first test came on the Byrd (D., Va.) amendment to 
provide a five-year loan fund authorization, but require the Administration 
to come back each year for the actual appropriation. 


On the roll call, August 11, 1961, the Senate rejected 
the Byrd amendment deleting the treasury financing 


provision. 

Voting against treasury financing ............... 39 
(16 Democrats, 23 Republicans) 

Voting for treasury financing .............. és avp-0 glee 


(46 Democrats, 10 Republicans) 


The amendment was defeated by a rather substantial margin. This was 
due to some behind-the-scenes bargaining. Several moderate Republican 
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and Democratic votes were won because of the promise of some sort of 
compromise financing formula for the loan funds. The compromise which 
was finally agreed to was the Dirksen (R., Ill.) amendment. In essence, 
the amendment gave Congress the power to disapprove any loan of $5 
million or over by a concurrent resolution. 


On the roll call, August 15, 1961, the Senate ap- 
proved the Dirksen amendment. 


Voting for the Dirksen amendment 
(40 Democrats, 12 Republicans) 


Voting against the compromise 
(22 Democrats, 22 Republicans) 


The Senate cut the total authorized funds for next year by $686 million. 
The five-year authorization for loans was slashed by $800 million. But, 
the Senate bill retained the essential elements of the Kennedy requests. 

The House acted on the bill after the Senate. It was generally agreed 
that some compromise on the Treasury-borrowing provision would 
have to be effected. But the House turned its back on any compromise by 
adoption of the Saund (D., Calif.) amendment by a teller vote, 197 to 
185, on August 15. Not only did this amendment delete long-term 
appropriations, but it also omitted long-term authorizations. It merely 
authorized $1.2 billion for the Development Loan Fund for one year, 
and required that this money be appropriated. The passage of the Saund 
amendment represented a crushing defeat for the President’s foreign aid 
program. Strategists examined | igen a tactics which could be em- 

ployed to reverse or modify this amendment, but the Administration 
supporters still found themselves short of the necessary votes. 

¢ conference report provided for a five-year program to be financed 
by annual appropriations, which Congress committed itself to approve. 
Although it did not include Treasury borrowing authority, the President 
termed the compromise satisfactory. 

When the bi y appropriating the money were voted, the House 
made large cuts in needed funds. Much of this money, however, was re- 
stored by the Senate. The final compromise money bill appropriated $3.9 
billion, $900 million short of the President’s request, and $300 million 
short of the total allowed by the authorization bill. 


Peace Corps 


One of the most dramatic of President Kennedy's campaign promises 
was to establish a Peace Corps to work in foreign nations. The idea was 
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that the U. S. would recruit teachers, mechanics and other skilled citizens 
to go to underdeveloped nations which needed their skills, and, working 
side by side with the people on constructive projects, provide necessary 
training. 

The Peace Corps was set up by Executive Order early in the year, but 
required legislation to make it permanent. Both Houses of Congress 
passed the bill overwhelmingly. 


Disarmament Agency 


The United States is the leading nation of the free world. It has 
repeatedly stated and worked for the goal of peace. And yet, while it 


has maintained a huge military budget, there has been no central and 
permanent planning agency for peace. 

Clearly, such an agency was needed. In the past, our participation in 
nuclear test-ban negotiations and other international conferences have 
suffered from a failure to have continuous planning and trained personnel. 

The President therefore requested, and the Congress approved, legis- 
lation establishing the United States Arms Control and Disarmament 
Agency. One of its primary functions will be research on the economic 
and political consequences of disarmament, as well as long range planning 
for arms control. 


Atomic Energy 

The pian power lobby successfully killed Administration 
to build the world’s largest electrical generating facilities powered 
atomic energy. 

President Kennedy had requested authorization to build the generating 
facilities at the Hanford, Washington plutonium reactor of the Atomic 
Energy Commission. Administration supporters pointed out that the 
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plant uses waters from the Columbia River to cool the reactor, and that 
unless the resulting steam were used for electrical generation, tremendous 
quantities of heat would be wasted. 


Also involved was the United States’ position as a leader in the 
development of peaceful uses of the atom. Both the United Kingdom 
and the Soviet Union have made great progress in harnessing the atom 
for the production of electricity, but the United States has lagged behind. 
The Hanford reactor would have put the U. S. in the lead again. 


But private power companies throughout the country saw the proposal 
as an expansion of public power and a threat to their profits. 

The Hanford reactor provision was dropped from the House bill on 
a non-record vote. 


When the bill reached the Senate, Senator Hickenlooper (R., Iowa) 
moved to strike the authorization from the Senate’s bill. 


On the roll call, July 17, 1961, the Senate rejected an 
amendment to strike the Hanford reactor generating 
facilities from the atomic energy bill. 


Voting against Hanford power project 
(11 Democrats, 25 Republicans) 


Voting for the generating facilities 
(48 Democrats, 6 Republicans) 


When the bill was sent to conference by the House, an attempt was 
made to table a motion putting the House on record against the generating 
facilities. 


On the roll call, August 8, 1961, the House failed to 
table (kill} a motion opposing the Hanford generating 
facilities. 


Voting for U. S. leadership in atomic development . . 164 
(156 Democrats, 8 Republicans) 


Voting against generating facilities at Hanford ....235 
(81 Democrats, 154 Republicans) 


In conference, liberals attempted to compromise the issue by authoriz- 
ing part of the generating facilities. But the House rejected the conference 
report. Finally, a bill was passed which did not include any funds for 
Hanford generating facilities. 
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Upper Colorado Transmission Lines 


A similar fight occurred when the Administration requested funds to 
build transmission lines for the power generated at federal government 
dams in the Upper Colorado River Storage Project. Again the private 
power lobby sought to kill desirable legislation, on the grounds that the 
transmission lines should be built by private utilities. 

Proponents of the Administration’s request charged that the private 
utilities simply wanted to benefit from the huge government investment 
in the Upper Colorado, and that to permit them to do so would be a 
“giveaway.” 


On the roll call, September 13, 1961, the House killed 
a motion to cut funds for Upper Colorado transmission 
lines. 


Voting for the private utility “giveaway” ........ 182 
(41 Democrats, 141 Republicans) 


Voting for federal construction of the transmission 
CS oo 5.0 6p MTT So od 5 6b Ad © CO Ie 4-6 S35. 225 
(202 Democrats, 23 Republicans) 


The final appropriation bill net retained the money for Federal Con- 
struction of the transmission lines. 


Treasury Financing 


Several efforts were made by conservatives to prevent so-called “back- 
door financing” of government programs. A device whereby agencies 
can go directly to the Treasury to finance loan programs, treasury financing 
assures adequate funds without the necessity to request annual appropria- 
tions from the Congress and its Appropriations Committees. 

This year, the issue was fought out in authorizing legislation for 
housing and area redevelopment, where treasury financing was approved, 
and for foreign aid, where it was not. 

But in the last hours of the session, the House approved a conference 
report which banned use of Treasury financing fa housing and area 
redevelopment programs for the current fiscal year. The House then 
adjourned, leaving the Senate powerless to change the House-approved 
language. Shee 
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UNFINISHED BUSINESS 
Health Benefits for the Aged — Social Security 


An urgent priority item on President Kennedy's legislative agenda 
(and on the AFL-CIO’s legislative program) is the enactment of legis- 
lation guaranteeing health benefits to the aged under social security. 

Introduced by Senator Anderson (D., N. Mex.) and Representative 
King (D., Calif.), the Kennedy proposal would pay for four kinds of 
health care: hospital services for up to 90 days, skilled nursing home 
services for up to 180 days, outpatient hospital diagnostic services and 
home health services for up to 240 visits each year under the social 
security system. The program would be financed by an increase in social 
security payroll taxes, and would cover all persons age 65 and over who 
are eligible for benefits under social security or railroad retirement. 

The need for these benefits is apparent. Most aged persons have low 
income, and cannot pay rising health care costs. Adequate health insurance 
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at reasonable cost is not available to them. And continuing high un- 
employment has cost many older people their jobs, their private pension 
rights, and support for relatives. 

Chief opponent of the Kennedy health benefits program is the American 
Medical Association, the doctors’ lobby which has fought much social 
legislation in the past. 

In July, the House Ways and Means Committee held two weeks of 
hearings on the Anderson-King bill, but further action was delayed. The 
bill will require prompt attention by the second session of the 87th 
Congress. 


Health Care Legislation 


In addition to the Anderson-King bill, three major pieces of health 
care legislation were introduced into the 87th Congress. 

On President Kennedy's list of priority legislation was the Community 
Health Services and Facilities Act, introduced by Representative Harris 
(D., Ark.) and Senator Hill (D., Ala.). The bill, aimed primarily at 

roviding services and facilities for the aged and chronically ill, provided 
unds for nursing home construction to help meet a critical shortage of 
nursing home beds. It also authorized grants to stimulate the develop- 
ment and improvement of health services for the aged and chronically ill. 

The bill, which the AFL-CIO supported, was passed. 

A second bill on the Kennedy list, also introduced by Senator Hill and 
Representative Harris, would provide federal funds for aid to medical 
oe dental schools, and for eholaahion for medical students and other 
professional health personnel, in order to help meet the nation’s critical 
and increasing shortage of doctors. Senate hearings were held on the 
measure, but no further action was taken. 

A third measure, also strongly supported by the AFL-CIO, would 
authorize federal loans for construction of facilities for comprehensive 
medical care plans. Such plans help to lower the cost of medical care 
and also to improve it, through the services of family physicians and 
— working as a team in group practice. No action was taken on 

e bill, which was introduced by Senator Humphrey (D., Minn.) and 
Representative Rhodes (D., Penna.). 


Education 


The first session of the 87th Congress saw much activity but no real 
progress in much-needed education legislation, Although both legislative 
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committees and the Senate made constructive progress, the House proved 
a stumbling block, as it has so many times before. 

Early in the session, President Kennedy made three major recommenda- 

tions in the field of education. The first of these was general aid to public 
schools for either school construction or teachers’ salaries, or both. Intro- 
duced by Senator Morse (D., Ore.) and Representative Thompson (D., 
N.J.), the Kennedy bill would have authorized $2.2 billion over a three 
year period for school construction and/or teachers’ salaries, and would 
have extended the federally impacted areas aid program at about half its 
current levels. 

Almost immediately the bills became the center of a controversy over 
federal aid to parochial schools. The Roman Catholic hierarchy and many 
Catholics in Congress insisted that federal aid to public schools dis- 
criminated against children attending parochial schools and their families. 
President Kennedy replied that general federal aid to parochial schools 
would violate the Constitution. 

The Senate bill, as reported from the Labor and Public Welfare Com- 
mittee, carried $2.55 billion for a three-year program, and extended the 
impacted areas program for three years at about the current levels. Over- 
tiding both the parochial school and desegregation issues, the Senate 
approved the bill with only two minor amendments. 

On the roll call, May 25, 1961, the Senate passed 
the general federal aid to education bill. 
Voting for needed financial help for public schools . .49 
(41 Democrats, 8 Republicans) 
Voting against federal aid to education .......... 34 
{12 Democrats, 22 Republicans) 

The House Education and Labor Committee reported a bill carrying 
$2.48 billion over three years for construction and/or teachers’ salaries, 
and extending the impacted areas program. The bill was indefinitely post- 
poned by The House Rules Committee. 

Late in August, Representative Thompson introduced a compromise 
bill, one 325 million for school construction for one year, and ex- 
tending for one year the student loan provisions of the National Defense 
Education Act and the impacted areas program. 

This bill was brought up on Calendar Wednesday, but was never con- 
sidered. Rep. Herbert (D., La.) raised the question of House considera- 
tion. By a roll call vote of 170 to 242, the House voted not to consider 
the bill. 

The second major Administration — was the extension of the 
National Defense Education Act and a substantial increase in the number 
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of graduate fellowships under the program. The act provides loans for 
students and teaching equipment to strengthen science, mathematics and 
foreign language instruction in the nation’s schools. 

Both the Senate and House Committees reported legislation in accord 
with the President's objectives, but included provision for loans to private 
and parochial schools for construction of classrooms to be used in teaching 
the subjects specified above. This was an expansion of limited aid to 
public, private and parochial schools in the existing NDEA program. 
No further action was taken. 

The third Kennedy proposal, the College Academic Facilities and 
Scholarship Act, was introduced by Senator Hill (D., Ala.) and Repre- 
sentative Eectn (D., Ore.). It called for a five-year program of loans to 
colleges and universities for the construction of dormitories and academic 
buildings, and for 4-year scholarships for 212,500 students. The program 
was intended to help meet the growing financial problems of institutions 
of higher learning and to make sure that able students could complete 
their education. 

Legislation was reported by both the House and Senate Committees, 
but no further action was taken. 

In the final days of the session, proponents of education legislation 
offered, and the Congress approved, a simple two-year extension of the 
impacted areas and 1958 National Defense Education programs. 


Manpower Development and Training 


The United States’ chronic unemployment problem is due, in large 
to automation. Machines replace men, and men are left jobless. 
ncreasing use of automated equipment by industry will undoubtedly 
continue in the next decades. In order to combat the manpower displace- 
ment problems caused by these advances, the Administration recommended 
the enactment of the Manpower Development and Training bill. 
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First to act was the Senate. The Senate bill, introduced by Senator 
Clark (D., Penna.), authorized $655 million over four years for vocational 
retraining and on-the-job training of unemployed workers, and provided 
training allowances for trainees for up to 52 weeks. Only with new skills 
can many of the unemployed expect to find work. 

On the Senate floor, Senator Prouty (R., Vt.) offered an amendment 
cutting the bill to $255 million over two years. 

On the roll call August 23, 1961, the Senate rejected 
the Prouty amendment. 
Voting to cut the program fo retrain the unemployed .43 
(13 Democrats, 30 Republicans) 
Voting to retain the full program 
(41 Democrats, 3 Republicans) 

The Senate then passed the bill, 60 to 31. A two-year House bill, 
introduced by Representative Holland (D., Penna.), was reported by the 
Education and Labor Committee, but further action was delayed until 
next year by the Rules Committee. 

The bill was strongly a Rp by the AFL-CIO. Its adoption is 
urgently needed to help provide new skills for the jobless. 


Emergency Public Works Aid 


The pea high levels of unemployment through the year caused 


much suffering for jobless workers and created strong pressures in Con- 
gress for direct action. Senator Clark (D., Penna.) proposed an Emer- 
gency Employment Acceleration Act, designed to have a quick impact in 
reducing ping 

Under the Clark bill, the federal government would grant up to $1 
billion to State and local governments for public works projects which 
can be begun promptly and completed in a relatively short time. The idea 
was to provide jobs for the jobless while providing needed public facilities. 

Although the measure had the vigorous support of the AFL-CIO, which 
asked President Kennedy to support the measure, no action was taken. The 
President, however, promised Cenator Clark he would support the proposal 
next year if high unemployment still existed. 


Federal Standards for Unemployment Compensation 


The unemployment compensation laws of the various states represent a 
crazy quilt pattern of inadequacies and discriminatory provisions, many of 
them failing to provide more than a pittance for unemployed workers. 
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For years the AFL-CIO and others have urged the establishment of 
federal standards for unemployment compensation, requiring uniform 
benefits and duration of benefits. In recent years, Congressional efforts to 
enact such standards have met with repeated defeat. 

This year, President Kennedy anak t Congress to adopt federal standards. 
Introduced by Senator McCarthy (D., Minn.) and Representative King 
(D., Calif.), the bill would require states to increase their benefit levels 
to at least 50% of an individual’s average weekly wage up to a specified 
maximum. It would also establish a permanent federal program of up to 
13 weeks additional benefits for workers exhausting their basic benefits. 

While this proposal did not meet all of the AFL-CIO’s objectives, it 
did represent substantial potential improvements in state systems. How- 
ever, the Congress took no action during the first session. 


Civil Rights 

The opening of the new Congress January 3 saw the renewal of the 
fight by civil rights advocates to change the Senate's filibuster rule, Rule 
XXII. A resolution was offered by Senator Anderson (D., N.Mex.) to 
enable three-fifths of Senators voting to cut off debate on a bill after a 
reasonable time. After a week's consideration, Senator Mansfield (D., 
Mont.) moved to refer the matter to committee for further consideration, 
with a promise that the Senate would have an opportunity to debate the 
issue later. 


On the roll call, January 11, 1961, the Senate referred 
the filibuster rule change to committee. 


Voting to delay action on a rules change ..........50 
(32 Democrats, 18 Republicans) 


Voting for prompt action on Rule XXII ............ 46 
(31 Democrats, 15 Republicans) 


The vote represented a defeat for civil rights forces. Later in the 
session, Senator Mansfield brought up the resolution for further considera- 
tion, and immediately moved to close the debate. Three days later, the 
Senate voted on closing debate. The motion was defeated, 37-43, and the 
proposed rules change was then tabled. 

ortly after its inauguration January 20, the new Administration 
indicated its intention to use its Executive authority in the civil rights field. 
ntly, President Kennedy strengthened executive orders relatin 
to equal job opportunity in federal employment and federal contracts, an: 
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a reorganized President’s Committee on Equal Employment Opportunities 
proceeded vigorously to enforce the order. 

In September, the Interstate Commerce Commission strengthened its 
regulations against discrimination in interstate travel at the urging of the 
Department of Justice. 

n Congress, both Houses voted overwhelmingly to extend the life of 
the Civil Rights Commission for two more years. But at the same time, 
the Senate rejected attempts to strengthen the government’s hands in pro- 
tecting citizens’ civil rights. 

The challenge to pass strong legislation to guarantee civil rights thus 
remains an important one for the Congress. 


Agricultural Labor 


Among the most depressed groups in our society are migratory domestic 
farm workers. Working when they can a few days here, a few weeks 
there as the growing season progresses, these workers are denied the pro- 
tection of most of our basic social legislation, including the minimum 
wage laws. Their children are denied adequate education while they move 
from county to county and state to state, and needed health services are 
often unavailable to them. Many of them are not covered by workmen's 
compensation, and ng 5 0 often do not pay their social security taxes. 
Housing and sanitary conditions are often primitive. 

This year, at last, some progress was made toward improving their 
condition. The Senate passed five bills introduced by Senator Williams 
(D., N.J.) aimed at helping migratory workers. Senator Williams was 
chairman of a subcommittee which had held lengthy hearings on migrant 

roblems, and which had helped to focus public attention on them. The 
five Williams bills would tighten child labor laws, provide educational 
and health services, require the registration of crew leaders, and establish 
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an advisory council on migratory labor. The House Labor Committee 
reported a bill introduced by Representative Zelenko (D., N.Y.), also 
requiring the registration of crew leaders. 

Another bill to receive attention was a measure to extend Public Law 
78, a statute permitting the importation of Mexican farm workers who 
thereby deprive domestics of job opportunities. Corporate farmers sought 
to have the law extended for two years without reforms. The Admin- 
istration and the AFL-CIO demanded that extension be conditional upon 
the adoption of amendments protecting domestic workers. 

The House Agriculture Committee reported a simple two-year extension 
of P.L. 78. The House passed this bill after defeating a series of reform 
amendments. 

In the Senate, however, a few minor amendments were put into the 
bill by the Senate Agriculture Committee. When the bill reached the 
floor, Senator McCarthy (D., Minn.) offered another amendment, requir- 
ing employers of Mexicans to pay at least 90 percent of the state or 
national average farm wage, whichever is less. The effect of the amend- 
ment would have been to raise wage rates and prevent cheap labor com- 
petition. 

On the roll call, September 11, 1961, the Senate 
adopted the McCarthy amendment. 


Voting for increased wages for farm workers 
(34 Democrats, 8 Republicans) 


Voting against wage reforms in the Mexican labor 


(20 Democrats, 20 Republicans) 

On the same day, the Senate rejected, 35 to 48, another important 
amendment offered by Senator Keating (R., N.Y.), which would have 
prevented employers from hiring Mexicans unless they had first offered 
jobs to U. S. workers at the same terms and conditions. 


On the roll call, September 11, 1961 the Senate re- 
jected the Keating amendment. 
Voting for better conditions for U.S. migrants ......35 
(27 Democrats, 8 Republicans) 
Voting against migratory workers’ welfare 
(30 Democrats, 19 Republicans) 
In conference, the McCarthy amendment was dropped, and although a 
determined effort was made to prevent Senate approval of the conference 
report, it was adopted. 
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The President signed the bill, although the AFL-CIO and other groups 
urged a veto. 


Taxes 


On April 20 President Kennedy sent to Congress a tax revision bill 
incorporating a number of amendments to the nation’s tax laws. One of 
these, a proposed tax credit for business intended to encourage business 
spending for facilities, was opposed by the AFL-CIO on the grounds that 
tax incentives for business were already more than adequate. 

The President’s bill also called for closing a number of tax loopholes. 
He urged tightening of the tax laws on income earned by American 
business in foreign countries, withholding of dividend and interest in- 
come at the source, elimination of the 4% tax credit on dividend income, 
limitations on business expense accounts and other reforms. The AFL- 
CIO supported these reforms. 

Hearings were held on the bill by the House Ways and Means Com- 
mittee, but no further action was taken. 

The Congress did, however, extend corporation and excise tax rates. 
Both the Administration and the AFL-CIO opposed passage of the re- 
current H.R. 10, a bill giving special tax treatment to doctors, lawyers 


and other self-employed persons on their contributions to retirement 
funds. This bill passed the House and was reported to the Senate with 
amendments. 


Labor Legislation 


Despite a clear-cut need for modifications in the Taft-Hartley and 
Landrum-Griffin Acts, both of which help to prevent millions of workers 
from receiving the benefits of union organization, no progress was made 
in this field. 

Several bills to permit picketing of multi-employer job sites, the so- 
called situs-picketing bill, were reported to the House Labor Committee 
by a subcommittee, but no further action was taken. A subcommittee of 
that committee, chaired by Representative Pucinski (D., Ill.), held exten- 
sive hearings on the administration of the law and filed a report in the 
last days of the session suggesting several changes in the Taft-Hartley Act. 


Compulsory Testimony 


The Senate passed legislation to permit the compelling of testimony 
and the granting of immunity from prosecution in investigations of 
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violations of the Hobbs Act and Sec. 302 of the Taft-Hartley Act. No 
report was made by the House Judiciary Committee. 

The AFL-CIO opposed this legislation on the ground that no sufficient 
need had been shown for the bill and that it was unsound in principle 
and discriminatory. 


Consumer Protection 


The first session considered two major bills designed to protect con- 
sumers. The first of these was the ‘Truth in Lending’ bill introduced 
by Senator Douglas (D., Ill.). The bill, requiring complete disclosure 
of all finance charges in credit-buying arrangements, is intended to enable 
the customer to protect himself from abnormally high interest rates. 
Hearings were held by a Senate Banking and Currency subcommittee, 
but further action was delayed until next year. 

A second bill, to protect the consumers of drugs, was introduced by 
Senator Kefauver (D., Tenn.). The bill would establish regulations to 
bring down the high cost of drugs by preventing the improper marketing 
of drugs and tightening anti-trust laws with respect to drug producers. 
Hearings were held by a Senate Judiciary subcommittee, but further action 
was deferred. 


Welfare Plan Disclosure 


The Welfare and Pension Plans Disclosure Act, was designed to protect 
from misuse and embezzlement the money workers put into health, and 
pension benefit plans, or money which was paid in for them. Experience 
under the law indicated did not give the Secretary of Labor enough en- 
forcement powers. 

The Administration, therefore, requested these powers. A bill in- 
cluding some of the Administration recommendations was rejected in the 
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House when it was brought up under suspension of the rules. Although a 
substantial majority voted for the bill, it failed to get the necessary © 
two-thirds vote. 

A Senate bill, introduced by Sen. McNamara (D., Mich.) and reported 
by the Labor Committee is expected to be acted upon next year. The 
Administration bill was sponsored in the House by Rep. Roosevelt (D., 
Calif.). 


NLRB Reorganization 


Delay in the handling of unfair labor practice cases by the National 
Labor Relations Board has seriously hurt the rights of union members 
and their unions. To correct this, the President submitted to Congress a 
plan to reorganize the NLRB by permitting the five-man Board to dele- 
gate some of its authority to hearing examiners. It was hoped that Board 
processes would be speeded up. 

Employers, however, fought the idea, known as Reorganization Plan 
No. 5, vigorously. In addition, the plan was criticized for being poorly 
drawn. The vote came in the House. 


On the roll call, July 20, 1961, the House voted to 
disapprove Reorganization Plan No. 5 (NLRB) 
Voting to kill the plan to make the NLRB more effi- 


OD aids Oe CA EG Cos oe oN OLSON KE ce ede 231 
(78 Democrats, 153 Republicans) 
Voting for the President’s plan ...... ERO ea 179 
(167 Democrats, 12 Republicans) 
The effort to improve the Board's efficiency was therefore defeated. @ 


Department of Urban Affairs 


Within the last several decades the population of the United States has 
changed from predominately rural to predominantly urban. More than 
two-thirds of all Americans now live in cities and suburban areas. 

This change has brought tremendous problems, problems of urban 
decay, inadequate housing, difficult financing, and social adjustment. 

To help local communities to solve these problems, President Kennedy 
urged Congress to upgrade the Housing and Home Finance Agency to 
a Cabinet-level Department of Urban Affairs and Housing. 

Although bills introduced by Senator Clark (D., Penna.) and Rep. 
Fascell (D., Fla.) have been reported, further action was delayed until 
next year. 
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ie Secretary-Treasurer Schnitzler, accompanied by General 
Counsel Woll, urges improvements in Welfare Plan 
Disclosure Act. 


eee i ; : Denese Goya aie Ay AP RR I TS a. 
Peres a ese La Rest 
rasa ie Wee aN ge ae é Mees 
Sater : eh e oe 

bios a Gi he i ‘ at 
SE ed eS. Bese We etce ie: as 
sab : : ere 
ee im 
a a. ce . 
» r q ee er as ies 
. oan id avi = ’ es 
ue aye A + “ x: 
ae ¢ i ath a , - 4 4 Da 
cc, co . a 4 % 
coe " ‘ 
‘ es a ae é 
ee re . . , 
Pe eb Pe é ty y —~ ° 
ight he 1a . di 
wy / ‘ 
i 4 - oe 4 , 
batt - j abate ‘ en q u Pil i; 
a L a y ee Pe, 
er ' vi & ee 
7 ; r ' f 
. a : 
mf - i ote i": 
: , isi : ses jet” ‘ : 
Cairne iO ee gh Shanna S BS = eo ee a eee % ‘ ae 
ay Hye ie Seay : Pe Any pars Pans oF ne 
use é ° 4 Ce pec aghs cs cia ite 
fete te a oe oad | eked, i i ieee 
eae ee Rew 6 ee 2 Eat 
ey a RSet nT eee a f sai 
ee Bar ne At Veer TEE 
- 2 eet yt ae Ny eee cs 
OS ee ee ee le ; 
a ens eee 
gs - ar - See Me oat i 
He cee So ene a 
rea ee ie “ve 
ie, Pee ey ass 5 ial bi ie 
x iigiae Ge a ae NR 
PRONG NN Oran ae 
: bey! : Verne Gene 
- era ae al 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


815 SIXTEENTH ST., N.W., WASHINGTON 6, D.C. 


GEORGE MEANY WM. F. SCHNITZLER 
President Secretary-Treasurer 
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AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 
815 16TH ST.. N.W., WASHINGTON 6, D. C. 


GEORGE MEANY WM. F. SCHNITZLER 
PRESIDENT SECRETARY - TREASURER 
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TODAY’S TEACHER 


I am happy that the AFL-CIO can present the story 
told here, since it is a story of what one classroom 
teacher has accomplished—an important story. 


The central role of the labor movement in origi- 
nating and continuingly supporting America’s system 
of public schools is well known. This has been one of 
the major contributions to our national life by our 
free trade unions. While we are concerned with many 
aspects of education we have a primary concern for 
those dedicated persons who teach in the nation’s 
schools. This is a story of a project of one such person, 
a union teacher. 


Before election to my present position, as President 
of the United Association of Plumbers and Pipe Fit- 
ters, I worked in Milwaukee. While living in Mil- 
waukee I was for more than twenty years a member, 
and later president, of its school board. My apprecia- 
tion of teachers, accordingly, is based on close ob- 
servation. We all owe them much. 


PETER T. SCHOEMANN, Chairman of the 
Education Committee and Vice President, AFL-CIO 
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TEACHING HIGH SCHOOL STUDENTS ABOUT LABOR 


The following article by Shirley Ward, Boulder, Colo., high school history 
teacher and past president of the Boulder Local AFT, appeared in the December 
1959 issue of THE AMERICAN TEACHER and the September-October issue of 
EDUCATION NEWS AND VIEWS, the official publication of the AFL-CIO Depart- 


ment of Education. 


Recently I decided to make collec- 
tive bargaining a meaningful term 
to my students studying U.S. history. 

I have, in the last 10 years, become 
weary of history books that define 
capitalism only in management’s 
terms. The public schools are turn- 
ing out too many citizens wholly 
ignorant of the fact that free enter- 
prise and our amazing standard of 
living are not only the result of 
shrewd investment and management, 
but of the process of collective bar- 
gaining. 

Students are usually surprised 
when this is pointed out. Too often 
their response to the term has been 
either indifference or suspicion. 

Unless totally ignorant, they (even 
those from labor background) gener- 
ally assume a common attitude: That 
collective bargaining inevitably leads 


to the domination by labor over man- 
agement, that powerful labor leaders 
finally back a defenseless manage- 
ment against the wall—to plunder 
and dictate. 


Somewhere along the way, they 
have missed the essence of the proc- 
ess: The meeting together, on equal 
terms under the law, of the repre- 
sentatives of both labor and manage- 
ment for the purpose of jointly de- 
termining working conditions and the 
definition of their relationship, thus 
providing for a Bill of Rights to be 
written with authority of both, there- 
fore preserving the democratic proc- 
ess within an industrial economy. 


It seemed to me, then, that public 
school teachers in the social studies 
have an obligation to their students: 
To see that our economic system, as 


a eS a : ; ) : , 

gs Sa ce Ky it A a ad Dita: 
: = Yas Lae AA _— pl 
pent os ee . ie me \/ Sn i } ors i 3 

| an LA ou - £ OD oe ee oe : 

: | j ped bw | 

- & 

aes 
a 


it has evolved through both the strug- 
gles of management and labor, be 
understood by the students—or we 
are in great danger of losing it! 

However, to teach collective bar- 
gaining, one must understand it him- 
self. We in the American Federation 
of Teachers, through participation in 
the labor movement, have a better 
understanding of what labor’s role 
has been in the development of the 
United States and realize that it can- 
not be ignored. 

General ignorance was not my only 
motive. I am worried, these days, 
about the direction of public think- 
ing. The discrimination against pub- 
lic employes, the threat of Right to 
Work bills, the moves of the cham- 
bers of commerce into the schools 
through the so-called junior achieve- 
ment programs and business-educa- 
tion days. 

All of these have combined to edu- 
cate citizens with half-truths about 
the American Way of Life. They have 
left out the contribution of labor en- 
tirely and deliberately. The schools, 
above all, should teach the whole 
truth. 


Of course, American business de- 
serves emphasis and respect as do the 
contributions of chambers of com- 
merce all over the country. But so 
does the American labor movement. 
It is time to counter-act the one-sided 
picture being drawn for the public 
and the student in the public schools. 

I appeal in this article to the social 
studies teachers of the AFT, if you 
haven’t already, to seriously work 
out a class-room technique to bring 
to the attention and appreciation of 
students a critical look at and under- 
standing of American labor. 

What I did was simple. There 
were rough edges when I had fin- 
ished. But I was gratified enough 


to feel that this exercise would be a 
permanent part of my lesson plan- 
ning. I had three classes in U.S. 
history last semester; very average 
groups. They had completed a study 
of the growth of corporations after 
the Civil War. 

But the unit to follow on labor was 
inadequate in the text, sympathetic 
as it was with the great strikes of the 
same period. Thus, in order to give 
the students a better understanding 
of labor’s problems the last 100 years, 
I allowed each class to become a 
union for the three weeks’ study of 
the era. 


After two to three days of defining 
terms and general discussion, each 
elected a chairman, steward, and sec- 
retary. The elections I conducted. 
Then for two class sessions I re- 
mained out of the room while the 
chairman conducted the following 
business in a democratic procedure. 
They were to decide: 


Name of the organization; mem- 
bership (union or closed shop); 
termination of the agrement; as- 
signments for the three weeks; 
grading; absence and tardy policy; 
late paper and homework penalties; 
policy on non-participants in dis- 
cussion, and seating arrangement. 
When this had been done, I re- 

turned to the room, the representa- 
tive of management, ready to write a 
bargaining agreement on the above 
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Children’s History of Unions 
Praised by IAM Publication 


A recent issue of “The Machin- 
ist,” published by the IAM, highly 
praised the trade union history for 
young people, THIS UNION CAUSE 
by Katherine B. Shippen (Harper & 
Brothers, New York, N.Y., $2.50). 


The review pointed out that “for the 
first time, there is a book that can help 
our children understand the spirit, the 
sacrifice and the courage that went into 
building the labor movement.” 


Readers of this article may wish to 
purchase the book or get it from the 
public library, or local unions may wish 
to present it to the high school library. 


items. I particularly stressed to the 
students, as we began, that their 
chairman and myself were on equal 
terms, that neither of us would dom- 
inate the other. 


I found, to my astonishment, that 
all classes had truly come through 
with fair arrangements. In anticipa- 
tion of deadlock, we had decided that 
arbitration would follow, but arbitra- 
tion had not been necessary with any 
of the classes. 


We set forth immediately upon our 
agreements with seriousness. The 
chairman was to open the class each 
day, the secretary take minutes and 
the steward report the grievances. I 
went about my teaching under the 
policies contracted by the students. 

There were two demands that I 
had made arbitrarily. Obviously, I 
had to decide on the time of termina- 
tion. Secondly, the students had to 
realize that a strike could not be 
tolerated in a learning situation. We 
would have to come to agreement or 
accept arbitration. In other words 
the students, at all times, had to be 
made aware of the fact that we were 
in aclassroom. They responded with 
restraint. 


Assignments were reasonable. 
Grading was turned back to me in all 
classes. Penalties were varied but 
fair, and they all seemed to have a 
greater interest in assignments, ac- 
tivity, discussion, and evaluation. I 
noted with interest that the students 
desired that I keep command of the 
classroom, yet they appreciated the 
fact that they could have a voice in 
the making of assignments. 


And I noted with amusement that 
all insisted on the union shop agree- 
ment and seemed annoyed with the 
less than one-percent who favored the 
open shop. 


At the conclusion we set a day in 
each class for final evaluation. All 
three classes were in close agreement. 
Positive conclusions were: Collective 
bargaining definitely improves inter- 
est and morale of the worker and 
that the democratic process in the 
labor union offers the only real op- 
portunity for choice and self-respon- 
sibility within the corporate structure. 


On the other hand, the students 
noted the dangers inherent in any 
such process; the need for education 
of the membership; the necessity for 
the members to be alert, participat- 
ing, and willing to compromise for 
the betterment of all; and that leader- 
ship had to be responsible, able, and 
democratically selected. They had 
learned, I was gratified to see, that 
democracy means effort and concern 
for the betterment of all; or that self- 
advancement was not only almost im- 
possible but meaningless. 


There were some failures in the 
experiment. I found that the griev- 
ance procedure was impractical and 
time-consuming in the class room. 
It cannot be carried out very well 
when the management had the advan- 
tage of the presence of the teacher. 
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I would also warn that this kind 
of technique must be thoroughly 
planned by the teacher using it. A 
very dull group, or an irresponsible 
one would need more restrictions. 


The class must be thoroughly pre- 
= and informed before it is 


Above all, students must take it 
seriously. The attitude of the teach- 
er must be fair and business-like. 
Horseplay must be discouraged. This, 
then, can be done with any average 
or better group, but it must be done 
by an informed and thoroughly pre- 
pared teacher. 


Our philosophy in the AFT of the 
importance of the teacher as the focal 
point in the classroom was again re- 
inforced in my thinking; but he or 
she must be self-controlled, responsi- 
ble and prepared. 


Of further interest to me, was the 
fact that I could teach as much about 
democracy as a way of life as I could 
teach about our economy. The stu- 
dents noted that to carry on class- 
room activity in such a manner at 


all times could not be done. This 


gave me a chance to point out to 
them the difference between paternal- 
ism and democracy and where each 
belonged in a democratic society. 


The place of the child and the 
learner had to be under a paternal- 
istic order—hence, the family and 
school room. They could see that 
democracy (and therefore the labor 
union) demands maturity and a sense 
of responsibility; that paternalism, 
after these had been developed, was 


actually intolerable. 


There is no end to the searching 
and learning that can take place by 
trying such a project for a limited 
amount of time within your class- 
room. 


One final observation: I am not 
here advocating that we indoctrinate 
students to half-truths about labor 
unions, or that we go to the other 
extreme of what I earlier described 
as a deliberate anti-labor crusade. 
There is only one reason for teaching 
and learning and that is to get at 
the truth. 

Consequently, throughout the ac- 
tivity described here, I tried to em- 
phasize to the students that we live in 
a check and balance system, political- 
ly and economically, which has suc- 
ceeded in giving us the material bene- 
fits we enjoy in a free society. 


But above all, I hoped that they 
would experience in the study, the 
truest satisfaction of a free society— 
that of their minds becoming enlight- 
ened, be it about unions, square 
roots, or correct sentence structure. 


This, finally, is the business we are 
about. The greatest joy I received 
from the entire trial was that of see- 
ing students come to a better under- 
standing of their society and ulti- 
mately of themselves and their 
destiny. 
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“The Third Constitutional Convention of the 
AFL-CIO, in view of the unparalleled threat to the 
free world which can only be met by a vastly ex- 
panded and improved American educational effort, 
calls upon members and affiliates, state and local 
governments, and the Congress to consider this 
question of education as paramount and urgent. 

“We support a realistic program of federal aid for 
fair teachers’ salaries. 

“We support a realistic program of federal aid to 
education to relieve the dangerous classroom shortage. 

“We support a broad program of federally- 
financed scholarships for higher education of our most 
able young people to study the courses of their choice 
in the institution of their choosing. 

““We support expanded and improved programs of 
apprenticeship and vocational education appropriate 
to the needs of a changing technology. 

““We urge the Congress and the Executive to bend 
every reasonable and proper effort to bring about 
speedy compliance with the Supreme Court an- 
nouncement that equal educational opportunity does 
not permit racial segregation.” 


AFL-CIO CONVENTION, 1959 
San Francisco, California 
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THIS IS THE AFL-CIO © A brief 10- 
page booklet describing what the AFL- 
CIO is, how it functions, what it stands for 
and what unions have accomplished. (No. 
20. AFL-CIO. 5c each; $3.00 for 100.) 


WHY UNIONS? © Succinctly states why 
we need unions and what they stand for. 
(18 pp. No. 41. AFL-CIO. 10c each; $7.50 
for 100.) 


A MESSAGE TO HIGH SCHOOL STU- 
DENTS. . . . Why unions such as the 
Steelworkers exist and what they do. (10 
pp. United Steelworkers Education Dept., 
1500 Commonwealth Blidg., Pittsburgh 22, 
Ya. Free.) 


THE LABOR MOVEMENT IN THE UNITED 
STATES © Describes the background, 
structure, activities and goals of the union 
movement. Author is Jack Barbash. (28 
pp. Public Affairs Pamphlets, 22 E. 38th 
St., New York 16, N. Y. 25¢ each; 10-99 
copies, 20c each.) 


STRUCTURE OF THE AFL-CIO © Detailed 
structure chart of the AFL-CIO with brief 
description on back. (2 pp. AFL-CIO. 
Free.) 


BRIEF HISTORY OF THE AMERICAN 
LABOR MOVEMENT ©@° Short history 
issued by U. S. Dept. of Labor which in- 
cludes a chronological list of important 
events. (85 pp. Supt. of Documents, 
U. S. Gov't. Printing Office, Wash. 25, 
D. C. 35¢ each.) 


LABOR SCRAPBOOK ©®° interesting col- 
lection of excerpts, documents, quotes, 
poetry and songs reflecting the highlights 
of U. S. labor history. (40 pp. United 
Rubber Workers Education Dept. URW 
Bidg., Akron 8, Ohio. Single copies free; 
15¢ each in quantity.) 


LABOR AND THE AMERICAN WAY 
by Mark Storr, former ILGWU educa- 
tion director. Excellent for high school 
students. (64 pp. Oxford Book Co., 
Inc. 71 Fifth Ave., New York, N. Y. 
45c¢ each.) 


STRIKES © Good, straightforward de- 
scription of why unions strike. Answers 
common public attitudes about strikes. 
(8 pp. November ‘58, Collective Bargain- 
ing Report. AFL-CIO Research Dept. 
Single copies free. $4.50 for 100.) 


TEACHING UNITS ABOUT LABOR USED IN PUBLIC SCHOOLS 


THE STORY OF LABOR IN AMERICAN 
HISTORY © Prepared for use in a high 
school history course. Includes outline of 
content, suggested teaching procedures, 
references and bibliography and a sug- 
gested unit test. (28 pp. Minnesota AFL- 
ClO, 47 W. 9th St., St. Paul, Minn. 1-5 
copies, 50c each; 6 to 25 copies, 40c each.) 


INDUSTRIAL RELATIONS © Prepared for 
12th grade social studies classes of Port- 
land, Oregon. Includes suggested ap- 
proaches, topics and problems alongside 
of suggested activities and useful instruc- 
tional materials, evaluation suggestions and 
a bibliography. (35 pp. mimeo. Curriculum 
Division, Portland Public Schools, Portland, 
Oregon. No price given.) 


AFL-CIO Publication No. 113 


SOCIAL STUDIES IN OREGON SECOND- 
ARY SCHOOLS © Contains a unit on In- 
dustrial, Economic, and Social Progress in 
the U.S. (pp. 175-180) which lists a num- 
ber of concepts to be understood about 
labor and suggested activities. (260 pp. 
Supt. of Instruction, State Library Bldg., 
Salem, Oregon. No price given.) 


LABOR-MANAGEMENT DYNAMICS °* 
This bulletin was prepared under the 
supervision of the Detroit Public Schools, 
Department of Social Studies with a con- 
sulting committee representing labor and 
management groups. The booklet contains 
suggested programs for all levels of teach- 
ing. Published by the Detroit Public 
Schools, Department of Social Studies, 
1308 Broadway, Detroit, Mich. 288 pp. 


Prepared by APL-CIO Department of Education 
. Single soples, free, up to 100 copies, Sc each; over 100, 4c each, 
nid pases Pamphiet atop AFLCIO et of Publications, 


2 BIE 6th Street, NW, Washington 6, 0. C. 
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E..... million people over 
65 face serious preblems in our rapidly chang- 
ing society. The higher levels of living made 
possible by a greatly expanded national output 
are not being enjoyed by the majority of these 
citizens. 


The changing American 
scene with its shift from rural to city life and 
the devastating effects of two world wars and 
the depression has left many of them physically 
separated from families, jobs and familiar 
settings. Many enter retirement, ill-prepared 
for what lies ahead. The older worker, who 
started in industry in his early teens, worked 
most of his life for long hours that did not 
encourage the development of leisure-time 
activities. 

Many older people are liv- 
ing in slums. Many cannot buy the food needed 
for continued good health. Many lack the extra 
cash essential for hobbies, social and recrea- 
tional activities, or travel to visit friends and 
relatives. At a time of life when medical costs 
are higher than normal, no satisfactory method 
of insuring against the cost of health care is 
available for most of the aged. Anxiety over 
possible financial disaster resulting from severe 
illness adds to the fear of illness itself. Good 
nursing homes are scarce; conditions in many 
are shockingly bad. 


©... labor unions have 


traditionally made efforts to preserve the health 
and dignity of older people. The longer years 
of life experienced today result in no small part 
from union accompliskments in promoting de- 
cent working conditions, shorter hours and 
safety precautions that conserve strength and 
health. Through raising levels of earnings, col- 
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lective bargaining is enabling people to obtain 
good pensions, to save money for their old age, 
to buy homes, to have some life insurance. 


Substantial progress in 
providing income as a matter of right for older 
persons has been made through social insur- 
ance legislation and through private pension 
plans which have resulted largely from the de- 
termined efforts of union members expressed 
in collective bargaining sessions and in political 
and legislative action. But these programs, and 
the public assistance programs available on the 
basis of need, are inadequate. 


Many unions have also 
enabled older people to continue working if they 
want through securing recognition of seniority 
rights, through protecting both old and young 
against firing without reasonable cause, through 
bargaining successfully against hard and fast 
retirement rules, and through establishing fair 
policies on hiring and special arrangements for 
transfer of older workers. 


O. unions today repre- 


sent millions of older persons who are still 
working or who continue as members after re- 
tirement. Some unions have for decades sup- 
ported their own pension plans and homes for 
retired members. Often improvements in 
pension plans obtained through collective bar- 
gaining have been extended to people no longer 
actively at work. 


Further accomplishments 
through collective bargaining are hampered by 
anti-labor laws and anti-union tactics which 
keep many low-income people from achieving 
the protection of union membership. Our or- 
ganizations participate in community activities 
for older citizens. Many local unions have com- 


mittees dealing with problems of retired mem- 
bers, help provide social centers for the aged, 
include older people in their regular education 
activities, and support counselling programs be- 
fore and after retirement. 


In the last two years in- 
creased attention to the urgent health needs of 
the aged has resulted from the Forand bill for 
federal health benefits, H. R. 4700, supported 
by the AFL-CIO. Hearings of the Senate Sub- 
committee on Problems of the Aged and Aging, 
headed by Senator Pat McNamara, are provid- 
ing much valuable information on such prob- 
lems. 


The White House Con- 
ference on the Aging, to be held early in 1961, 
must be made to serve as a useful forum on 
issues involving the aging. It must come to 
grips with such basic needs as adequate social 
insurance programs, housing, medical care and 
full employment. It must avoid superficial 
generalities and seek instead to spark immedi- 
ate action programs aimed at remedying the 
present ills that beset our aging citizens. 


The American Medical 
Association and some of its affiliated medical 
societies are organizing their own conferences 
on aging, partly in the hope of preventing the 
enactment of federal health benefits for the 
aged. In connection with the activities of the 
Joint Council to Improve Health Care of the 
Aged, created by the AMA, labor and other 
supporters of federal health benefits have been 
denied an equal opportunity to participate in 
discussions although spokesmen for commercial 
insurance companies have been welcomed. In 
view of the erroneous information about the 
Forand bill which the AMA circulates, it is 
important that differing viewpoints be con- 
structively discussed rather than permitted to 
become rigid. 


os 
=m 


a 
i 
i 


The older people in our nation face problems 
peculiar to their age group, but in the broadest 
sense these problems are but a reflection of the 
economic ard social problems of all the people. 
The problems of income maintenance, housing, 
health, and respect for the individual are not 
peculiar to the older groups—it is just that as 
a result of our not having faced up to the larger 
issues, they become more acute with advancing 
age. Now, therefore, be it 


RESOLVED, This Convention calls upon our 
affiliates to redouble their efforts to protect 
human rights in work places and in local com- 
munities so as to strengthen respect for people 
of all ages. 


We urge that, because of the large member- 
ship of the aged in union ranks and because of 
the crucial part played by unions in advancing 
the welfare of the aged, labor spokesmen be 
given adequate representation at conferences 
or on federal and state commissions established 
to deal with problems of the aging. 


We cordially invite special organizations of 
the aged to join with the AFL-CIO in seeking 
legislation of basic importance to the well-being 
of the aged, especially: 


1. Improvements in social insurance pro- 
grams so that the great majority of older people 
will get adequate cash benefits as a matter of 
right, with accompanying improvements in 
public assistance to eliminate substandard 
levels of maintenance. 


2. The addition to old-age, survivors and dis- 
ability insurance of health benefits to pay the 
costs of hospitalization and related medical 
care for the aged and other beneficiaries of old- 
age, survivors and disability insurance. 


3. Housing legislation that will assure the 
availability to elderly couples and individuals of 
comfortable living quarters at reasonable costs. 


i 


4. Labor legislation that will permit all work- 
ers during their years of employment to have 
the benefits of unionism and a decent minimum 
wage. 


5. Tax, financial and other measures that will 
promote rapid economic growth and full em- 
ployment, so that old and young workers alike 
will have good job opportunities at rising levels 
of earnings. Rapid expansion of national output 
will provide the economic basis for good housing, 
community facilities and services, and other 
essentials properly desired by all the aged. Such 
growth in output should not be defeated by 
wrongly based fears of “inflation,” now used to 
defeat essential expenditures for the general 
welfare. 


We urge our unions to continue their efforts, 
adapted to their own industries and trades, to 
develop programs to assist their older members 
and retired workers to take part in constructive 
economic, social and community activities. 


Adopted by the Third AFL-CIO Constitutional 
Convention, Sept., 1959, San Francisco, Calif. 
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SOCIAL INSURANCE: 
SOUND FINANCING WITH NO MEANS TEST 


Paying for health care through the time-tested socia’ 
security system is the only common-sense method of 
minimizing the tragedy that illness imposes on older 
people. Only in this way can they receive benefits as a 
matter of right. There is no means or income test—no 
proof of poverty, no visit to the welfare office. 

Benefits can be the same no matter where the 
patient lives. And he can choose his own doctor and 
hospital. 

The new federal payments can supplement whatever 
he or his children provide through individual effort and 
resources or union-bargained plans. 

Financing can be assured through a small increase in 
social security contributions by people still working. 
Persons already retired would pay nothing but would 
share in the new program just as they have in past 
improvements in old-age, survivors and disability in- 
surance. 

Health benefits through social security would prove 
economical and efficient and would be assured on a 
nationwide basis. 

There would be no need for a struggle every year to 
get state laws or appropriations before people could 
receive help. 


BROAD BENEFITS ARE POSSIBLE * 


A total of more than $3 billion a year is now spent 
from all sources for health care for people over 65. It 
costs about $80 a year per aged person to pay for out- 
patient diagnostic hospital services, hospital care up to 
120 days, and longer recuperative care in skilled nursing 
homes or through a community agency in the home. 

A proposal which almost passed the Senate in 1960 
would have provided such benefits to 9 million persons 
over 68. The total cost of $700 million a year would 
have been met by an additional payment of two or 
three cents a day by the average working person, 
matched by similar employer payments. 

For about $1 billion a year, similar basic health bene- 
fits, including diagnostic, hospital and nursing care, 
can be provided for all aged persons eligible for social 
security benefits. 

More than 14 million of the 16 million persons over 
65 would then have basic health protection through a 
federal program other than public assistance. Thirteen 
million would be covered by social security, and another 
half a million by similar benefits under the railroad 
retirement system, as the AFL-CIO proposes. Over 
700,000 more are protected by veterans’ programs or 
the new federal employees’ benefits. 

With this network of programs, practically no older 
person would be left out. 
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LIFETIME PROTECTION: THE ONLY WAY 


<hree out of five elderly citizens have incomes under 
$20 a week .. . three out of five have no health 
insurance protection. 

And yet—the health needs of older people are three 
times greater than those in their working years! 

Huge medical bills are a serious threat to the security 
of the great majority of aged Americans—one that can 
be removed only by providing health benefits through 
social security. 

Voluntary health insurance cannot do the job. Only 
two out of five of our elderly citizens have any form of 
such protection, and much of that is inadequate. It can 
be cancelled. It has lifetime ceilings. It is costly. It may 
exclude existing conditions or require a physical exami- 
nation. The most-widely advertised policies cost $6.50 
or $8.50 a month per person and often pay less than 
half of daily hospital charges for up to only 31 days. 

The nation’s welfare agencies, hospitals and Blue 
Cross plans would be considerably strengthened by the 
enactment of health benefits through social security. 
Public welfare agencies now spend $400 million a year 
for health care for the aged. Many hospitals have large 
and growing deficits. Blue Cross keeps raising rates, 
partly because it includes retired people without charg- 
ing them more than the community rate. 


=> 


PUBLIC ASSISTANCE CANNOT DO THE JOB 


Congress in 1960 provided more federal matching 
funds to states wanting to provide better medical care 
for the aged through their programs of public assistance. 
BY the.end of last year only a handful of states had sub- 
mitted plans to the federal agency. Many states will 
have trouble finding necessary funds. Others will have 
difficulty getting new laws passed. 

Even then only people with low incomes will be 
helped, and most of them will have to prove they do not 
have enough money to pay their medical bills. 

This approach fails to safeguard the savings, inde- 
pendence and dignity of the individual. It does not 
promote peace of mind or preventive care. It is diffi- 
cult and expensive to administer. 

The addition of social insurance benefits would enable 
private organizations and the states to do a much better 
job for those who would have to ask them for aid. 

The proposed health benefits through social security 
follow well-established patterns of paying the cost of 
such care. They do not involve supervision or control 
over the practice of medicine. Providers of service are 
paid on the basis of reasonable cost agreed to by them 
and the Secretary of Health, Education and Welfare. 
No hospital or other agency is forced to participate. 


In 1918 this man was 23—he 
served his country in the trenches 
of a foreign battlefield . . . 


* 


In 1935 he was 40—he suffered 
through Depression, kept faith and 
preserved American democracy . . . 


* 


In 1943 he was 48—his labor 
produced the weapons of war 
which made his country an arsenal 
of freedom... . 


* 


THIS OLDER GENERATION DESERVES 
AMERICA’S BEST . .. BUT WHAT IS 
IT GETTING? TODAY... CAN THEY 
AFFORD TO BE 65? 
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More than 30 State Governors. 
President John F. Kennedy. 
Governor Nelson A. Rockefeller of New York. 


Marion B. Folsom, Secretary of Health, 
Education and Welfare in the Eisenhower Administration. 


American Public Welfare Association. 

American Nurses’ Association. 

National Association of Social Workers. atte 
National Council of the Churches of Christ in the USA 

Group Health Association of America. 

National Farmers’ Union. 


Outstanding social security and health experts 
including all former Commissioners of Social Security. 


The New York Times. 
Life Magazine. 
Business Week. 
The Washington Post. 


The 1961 White House Conference on Aging. 
(Report of Section on Income Maintenance.) 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 

815 16th St. N.W. Washington 6, D. C. 

GEORGE MEANY President WM. F. SCHNITZLER Secretary-Treasurer 
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Writing to your Congressman — your U.S. + 
Representative and U. S. Senators-—is a must, 
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To help pass a good socialg 
security law, a good un— 
employment compensation law, 
a good minimum wage law, a 
good labor law, write your 
Representative and Senators ‘ 
about each one. 


FOLLOW THESE THREE RULES: 


You don't need a lawyer — 
or — anyone else — to write 
a letter for you. In fact, 
it's better if your letter 
is in your own handwriting, 
on plain stationery or a 
postcard. A Congressman wil!) 
pay more attention if you d 
it yourself. 
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You don't have to say 
"circumnavigate the globe" 
when you mean "go around 
the world." 


Ask yourself why you are 
writing. If you want healt 
benefits for the aged unde 
social security, just say 
you hope he will vote for 
health benefits for the aged 
under social security. If 
you Know the bill number, 
its even easier; ask him to 
support, or vote for, or 
help pass, or work for, 
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Address letters and post- 
cards to your U. S. Repre-— 
sentative to the House 
Office Building, Washington, 
D. C. When writing him, 
begin "Dear Congressman..." 


Address letters and post 
cards to your U. S. Senators 
(there are two for each 
state) to the Senate Office 
Building, Washington, D. C. 
When writing them, begin 
"Dear Senator..." 


* 


REMEMBER: If you and your 
friends, and people all over 
the country wrote to your 
Congressmen three or four or 
five times a year, the laws 
passed by Congress would be 
much more to your liking. 


today..:! 


American Federation of Labor and 
Congress of Industrial Organizations 
815 16th St.,N.W., Washington 6,D.C. 


George Meany, President 
Wm.F.Schnitzler,Secretary—Treasurer 
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For altogether too many years, too 
many wage earners have paid with 
their lives and their bodies for what- 
ever progress has been achieved in 
safety and occupational health. 


Such “Progress Through Tragedy” 
must be stopped. 


It can be stopped by genuine labor- 
management cooperation. 


It can be stopped by effective educa- 
tion and proper safety training of 
every trade unionist. 


It can be stopped by realistic safety 
legislation which will provide mini- 
mum protection to both the un-organ- 
ized and the organized. 


The AFL-CIO has established the 
Standing Committee on Safety and 
Occupational Health to assist all 
affiliates and their local bodies toward 
putting this 3-pronged attack into 
operation. 


Is your local union willing to go into 
action so that your members and their 
families will not have to pay the price 
of “Progress”? 
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ACCIDENTS Cost YOU 


In the decade of the ’Sixties about 150,000 
wage earners will be killed at work and some 
20,000,000 will be injured. Wage losses will 
amount to around $10 BILLION, despite bene- 
fits from workmen’s compensation payments. 


WHAT'S YOUR LOSS: 


Suppose you have an accident which does not 
cost you your life, limbs, or eyesight—just a 
“little” injury which temporarily keeps you at 
home. SINCE NO WORKMEN’S COMPEN- 
SATION BENEFIT EQUALS 100% OF 
WAGES, YOU CAN’T WIN! 


EXAMPLE 


For example, if you worked in the farm 
machinery industry, lived in [Illinois and 
earned $90 per week, the maximum work- 
men’s compensation payment for a temporary 
injury would be about $39 per week. Experi- 
ence indicates that, for that industry, average 
lost time for temporary injury cases is 18 days 
or 214 work weeks; at $90 per week, lost 
wages are $225. Since compensation benefits 
will amount to 21% times $39 or $97.50 YOUR 
WAGE LOSS is therefore, $127.50. 


FG - CAN? Win: Ct” 
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INJURY LOSS WORK SHEET .” 


Just More Statistics? Well... 


waite iiek .} jie. @ ie goes, 


. Name YOUR Industry 
. Name YOUR State 
. State YOUR Weekly Wage 


. State Average Weeks Lost in YOUR In- 
dustry from Temporary Injuries (See 
Table 1) 


. State Maximum Benefit for Temporary 
Injury in YOUR State (See Table 2) .. 


. Multiply Line 3 by Line 4 


. Multiply Line 5 by Line 4 


. Subtract Line 7 from Line 6 to find 
YOUR WAGE LOSS 


ESTIMATED AVERAGE WEEKS LOST BY TEMPORARY DISABILITY 
(By Industries) 
Primary Metals 


Fabricated Metals 
Machinery 
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Printing & Publish 
Chemical & Products Pub. Util. & Transp. ...... 
Petroleum Products ‘ Wholesale & Retail 


Metal Mills 
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“MAXIMUM WEEKLY WORKMEN'S COMPENSATION BENEFITS FOR 
TEMPORARY TOTAL DISABILITY 
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RR; 33, Washington ............ 28.85 
Minnesota ............. 45.00 West Virginia ........... 35.00 
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*Only a small percentage of those injured receive MAXIMUM benefits. 


SINCE YOU CAN'T PREVENT THE LOSSES, 
WHY NOT PREVENT THE ACCIDENTS? 
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1. TRADE UNIONISTS were responsible for 
ae factory inspection laws on the 


2. TRADE UNIONISTS were responsible for 
the enactment of workmen’s compensa- 
tion laws. 


1. TRADE UNIONISTS today must demon- 
strate their sense of responsibility b 
increasing their efforts to PREVEN 
deaths, dismemberment and other in- 
juries on the job. 

You can’t do it alone? 
Why, of course not .... BUT —— 
WE CAN DO IT AS TRADE UNION- 
ISTS! 
Your Union represents you in matters of 
Wages 
Hours 
Working Conditions 
Make sure for your own future that Safety 
and health are in, too. 


THROUGH YOUR COLLECTIVE 
BARGAINING AGREEMENT 
YOU CAN 

ESTABLISH 


1. Safety and health as a mutual obligation 
of both management and labor 

2. A joint labor-management committee on 
safety and health 

8. A method of settling problems which can- 


not be resolved mutually between labor 
and management. 
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Your local union is on the front line in the battle 
to prevent accidents, and you can get support from 
all parts of the trade union movement. 


—Establish its own safety program. 
—Administer it Sea its own Stand- 
ing Committee on Safety and Occu- 
ational Health. 
—Educate and train its members. 


YOUR STATE CENTRAL BODY CAN 


—Promote Safety through its Standing 
Committee. 

—tTranslate your safety ideas into 
codes and regulations. 

—Obtain expert guidance from the 
State Labor Department. 

—Support adequate financing of State 
safety programs. 


YOUR CITY CENTRAL BODY CAN 


—Energize its affiliates into meeting 
local safety problems. 
—Transmit your safety ideas to mu- 
nicipal government for action. 
—Establish its Standing Committee to 
ide all affiliates and promote pub- 
c awareness. | 


THE AFL-CIO CAN 
—Unify the efforts of its affiliates into 
a national trade union safety move- 
ment through its Standing Commit- 


tee on Safety and Occupational 
Health. ... 
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WHAT 10 DO!!! 


SET UP LOCAL UNION SAFETY COMMITTEE 


Since accidents are to YOUR local 
union members, YOUR Local Union should 
demonstrate its interest by setting up its 
own Safety Committee. ere your con- 
tract provides for a Joint Labor-Manage- 
ment Committee, its labor members could 
automatically become the Safety Committee 
of the Local with or without added members. 


PURPOSES OF COMMITTEE 


Develop “safety awareness” among the 
members and their families. 


Stimulate members to express their own 
ideas and proposals on safety. 


Recognize hazards and seek to eliminate 
them. 


Encourage and develop labor-manage- 
ment cooperation through collective bar- 
gaining relationships. 


ee training in safety among mem- 
rs. 


Keep abreast of State codes and regula- 
tions affecting the membership. 


Keep alert to developments in safety at 

. the Central Body, the State body, the Inter- 

national Union, the AFL-CIO and among 

the private safety organizations such as the 

National Safety Council, and its affiliates 
in your area. | 


Keep records of injuries to members and 
corrective action taken. 
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, STARTING TO WORK 


Trade unionists know how to establish com- 
mittees, choose a chairman, vice-chairman, 
secretary and the value of keeping written min- 
utes and records. sgl we the Safety Com- 
mittee is no exception. But how does a Safety 
Committee get to work? 


The answer is to follow the guides set down 
under “Purposes” mentioned on the previous 
page. For example, at the very first meeting, 
among the jobs to = started is getting the facts 
or record of the Local Union in the matter of 
accidents. Nothing can be a greater source of 
information with which to “sell” the members 
and their families about the importance of 
safety. These are some kinds of questions which 
need answers : 


———On Members Killed in Accidents 


1. Over the last one to five years, how many local 
union members have been killed at work? 


2. What were the causes of each of these deaths? 


3. Has anything been done to prevent such ac- 
cidents? 


4. What happened to the families of each of 
these workers? 
a. How old was the widow? 
b. How many children became orphans in 
each family? 
How many other dependents?—grand- 
arents? 
ow much compensation was paid the 
widow? 
Did the widow have to go to work? 
How many children had to leave school 
and get jobs? 
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g. Did the family have to find a new 
“home”? 
. Was the family broken up and the chil- 
dren distributed among relatives? 


On Members Injured 


Plan Your Record Keeping So You Can Answer 
The Following: 


1. Last year members were perma- 
nently injured by loss of fingers, hands, 
eyes, etc. 


. Last year members had less serious 
injuries, but lost time from the job. 


of these members returned to their 
former jobs at the same hourly rates. 


of these members were assigned to 
other jobs at lower hourly rates. 


. In of these cases, the Local Union 
participated in action to prevent such 
accidents. 


. The total wages lost through these acci- 
dents was $ (see page 4). 


. The Local Union provided $ in aid 
to families of injured members. 


NOW... 


DOES YOUR LOCAL UNION HAVE A SAFETY PROBLEM? 
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& 
PROMOTING LABOR-MANAGEMENT COOPERATION 


Ask Yourself Such Questions As: 


1. Is there a safety and occupational health clause 
in your collective bargaining agreement? 

a. Does this clause recognize the mutual inter- 
ests of labor and management in safety and 
health? 

b. Does this clause provide for any form of a 
joint labor-management safety and health 
committee? 

c. Does this clause provide for equal represen- 
tation of labor and management on a joint 
safety and health committee? 


2. Has the local union considered safety and 

health as a part of its duty as the collective 
& bargaining representative? What do the mem- 
bers think about this policy? 


3. Has the local union approached management 


to work out a joint approach to safety and 
health? 


4, Would the local union approve providing man- 


agement. with any reports from the Local Un- 
ion Safety Committee? 


5. Has the local union ever invited a representa- 
tive of management to address the members 
on matters of safety and occupational health? 
What would be the reaction of the membership 
to such an idea? 


6. What help and assistance do you need from 
your International Union? 


Guided by the answers to the above questions, a 
local union Safety Committee can examine each item 
and develop an action program that would make each 
of its meetings both interesting and worthwhile. 


untess YOU po sometHinc 


150,000 wage earners will be killed on the 
job during the next ten years — — — 

20,000,000 wage earners will be injured 
either permanently or temporarily during 
this next decade — — — 


YOU KNOW THAT 


You lose money from any kind of an acci- 
dent—and you can lose your life— 


Accidents to you also endanger the security 
and well-being of your family— 


The trade union movement can help protect 
you from these tragedies— 


NOW IS THE TIME FOR YOU AND YOUR LOCAL 
UNION TO SET UP THAT SAFETY COMMITTEE 


GET GOING 


Prepared by 
Committee on Safety and Occupational Health 
Richard F, Walsh, Chairman 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 
815 16th Street, N. W.... 7 
Washington 6, D. 


D. C. 
WM. F. SCHNITZLER 


GEORGE MEANY 
_.., President £ 
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FOREWORD 


Bargaining for health benefits has emerged from 
the stage where labor’s goal was the simple one of 
negotiating for an employer contribution which could 
go toward some sort of health insurance. No matter 
how meager the protection under such negotiated 
plans it was an improvement over the worker having 
to meet all medical and hospital costs from the few 
dollars he could scrape together at the time of illness. 


Today, it is clear that negotiated health and wel- 
fare dollars will serve union members and their fam- 
ilies only if they are carefully spent; union representa- 
tives are increasingly concerned with assuring that re- 
sult. This can be achieved primarily through an 
expansion of labor’s interest in the organization and 
financing of medical care. A number of unions have 
found that they can come closest to making each health 
and welfare dollar pay off in full by supporting, or join- 
ing other community groups in the establishment of, 
direct service health plans, such as the Kaiser Founda- 
tion Health Plan on the West Coast, the Health Insur- 


ance Plan of Greater New York, or the Community 
Health Association of Detroit—to name but three 
examples. The AFL-CIO has long encouraged these 
endeavors. 


Unions that do not have this type of plan available 
to them are experimenting with various kinds of finan- 
cial and quality controls in an effort to get better care 
for their money. This article provides highly useful 
guides and suggestions for groups who find themselves 
dealing with health insurance beyond the collective 
bargaining table—with the problem of making health 
insurance dollars provide financial protection, and high 
quality care as well. 


Vi. Wane 


Director, 
Department of Social Security, 
AFL-CIO. 
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C7 Medical Care Dollars 
For Better Health 


by Lisbeth Bamberger 


One-third fewer babies die at birth under one 
kind of health plan than another. Subscribers to a 
comprehensive group practice health plan spend 48 
percent fewer days in the hospital each year than mem- 
bers of the same union covered by insurance company 
cash indemnity plans. Facts like these now pro- 
vide the basis for making informed decisions on how 
health and welfare dollars are being spent and whether 
these dollars will provide real protection against the 
high cost of medical care as well as the best possible 
care. 

The job of bargaining for health and welfare bene- 
fits has only begun when an agreement with an em- 
ployer is signed. The union’s responsibility extends 
into an additional dimension—that of financing, organ- 
ization and distribution of health care. 

Most union members are aware that most health 
plans cannot be relied on for realistic financial protec- 

cpio: In his book, The Doctor Business, Richard Car- 
ter tells the story of the San Francisco carpenter’s 
daughter who had her appendix removed. The sur- 
geon’s fee was $150. A short time later the carpenter 
became covered by a health plan. Another month or 
so went by and it developed that the appendix-less 
daughter’s twin sister needed to have her appendix 
out, too. This operation, performed by the same doc- 
tor, was as uneventful as the first; the two girls were 
in excellent health. But this time the surgeon’s fee 
was $300. Why? the carpenter asked. I understand 
you have a health plan now that pays $150 toward an 
appendectomy—your ability to pay has increased by 
$150, so I have simply added that amount to what you 
were able to pay before, the doctor replied. 


This kind of incident is not isolated. It’s im- 
plications are borne out by the experiences of insured 
people all over the country and by professional studies. 
One survey of more than 10,000 surgical claims found 
that a $150 surgical schedule paid only 55 percent of 
the surgeon’s total charges. A $300 schedule covered 
only 69 percent of the surgeon’s charges. Thus, a 100 


LISBETH BAMBERGER watches health matters as assistant 
director of the AFL-CIO Department of Social Security. 
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percent increase in the indemnity schedule reduced ry 
the patient’s share of the bills by only 14 percent. 

The major medical plans represent a futile attempt 
to deal with this problem. These plans eliminate the 
fee schedule and pay a certain proportion—usually 
75 percent or 80 percent—of the doctor’s fee, what- 
ever it may be. But even under such a plan protection 
turns out to be illusory. In one California community, 
dominated by the workers in a single industry, the 
negotiation of a major medical plan to cover those 
workers caused surgical fees in that community to 
rise 17 percent within three months of its going into 
effect. 

It has become perfectly clear that if the money that 
is negotiated to go into health and welfare plans is to 
provide protection to a worker’s family rather than 
function primarily to assure the doctor of prompt pay- 
ment there must be a greater concern with how it will 
be spent. New methods must be developed to apply 
controls over what happens to this money. 

These controls must be more than financial. The 
gimmicks of the deductible and co-insurance, found 
in major medical, and intended to provide the indi- 
vidual with an incentive to avoid unnecessary utiliza-__ 
tion and to keep costs down, have proven ineffectiv 
and inappropriate. 

It is not the state of a patient’s wallet that should be 
examined to determine whether or not he needs medi- 
cal care. There are better ways of separating the sick 
from the well than whether the individual in question 
can pay the amount of the deductible. While a $25 de- 
ductible might be just the right deterrent to keep the 
upper and middle income executives—on whom major 
medical was first tried out—from bothering the doctor 
unnecessarily, the same $25 could keep a working man 
from the examination which could mean the difference 
between finding a cancer at a curable stage, or too late. 
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he decision as to what care is required and when, 
should be a medical decision. 

Controls, if they are to serve the health needs of the 
subscriber, and contribute to the plan’s economical 
operation, too, must—rather than imposing arbitrary 
financial restrictions on the patient—deal directly with 
the structure and organization of medical and hospital 
care itself. 


The most effective sets of controls are exercised 
by comprehensive direct service group practice 
plans. A welfare fund or an employer—with or with- 
out employe contributions—instead of purchasing in- 
surance, pays premiums to buy medical services from 
a health plan such as the Health Insurance Plan of 
Greater New York, the Group Health Association of 
Washington, D. C., or the West Coast’s Kaiser Foun- 
dation Health Plan. Typically, all needed services 
with the exception of drugs and dental care are pro- 
vided. At HIP there are no bills. At GHA and 
under the Kaiser plan certain contracts eliminate all 
bills, while under others there are charges only for 
specified services and procedures. These extra charges 

rrr they occur are minimal and always known in 
advance. The doctors who render the care are se- 
lected for their special training and competence, and 
work in a quality-of-care oriented setting in group 
practice. The individual subscriber in the best service 
plans is protected by a health plan that achieves its 
purpose—it provides health protection as well as finan- 
cial protection. 

Are these then the alternatives—a direct service 
plan providing substantial protection, or an insurance 
plan which provides no guarantee of good quality care 
and is constantly slipping behind real costs? They 
need not be the only choices, for many of the princi- 
ples which together account for the splendid payoffs in 
better health and fewer financial worries of the direct 
service plans can be applied separately and in differ- 
ing combinations to the prevailing plans to make them 
considerably more effective. 


There are controls that can be exercised over 
the way in which health insurance funds are spent to 
the end that they will give improved economic protec- 
tion and improved health protection too. 


Service Benefits. Service benefits, as opposed 
to cash indemnity benefits, are those where the doctor 
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or hospital agrees to accept the amount paid by the 
health plan as full payment for services. The insured 
has no additional bill. Most Blue Cross hospital plans 
provide service benefits, and Blue Shield plans for 
payment of doctors’ fees commonly provide service 
benefits to all subscribers whose income is below a 
certain specified amount. Wherever there are service 
benefits, medical bills cease to appear in unpredictable 
amounts in time of illness. 

There are three major reasons why most union 
members today don’t have the protection of service 
benefits when it comes to doctors’ fees: 

The insurance plan has no agreements with physi- 
cians in the community that the amounts provided 
by the plan’s fee schedule shall be payment in full, 
and, therefore, cannot provide service benefits. 

The plan provides service benefits only to persons 
earning less than a specified amount (this amount is 
known as the “income ceiling”) and that ceiling is 
so low that very few people come under it. 

The plan provides for service benefits but makes no 
effort to enforce this arrangement, with the result the 
doctors charge more than the amounts set in the fee 


schedule, both to people over the income ceiling and@ 


those under it. One union found that its members 
were paying the same amount for doctor’s fees in 
addition to what the health plan provided, regardless 
of whether the member’s income fell over or under 
the income ceiling. 

More solid protection can be obtained by negotiat- 
ing more and more benefits on a service basis, seeing 
that income ceilings where they exist are raised to the 
end that working people and their families will be 
covered by service benefits, and by making sure that 
where service benefits are specified they are actually 
enforced. 


Comprehensive Benefits. Only when virtually all 
care is prepaid will the economic barrier to needed 
care be effectively eliminated. The types of care that 
are covered should be expanded so that medical ne- 
cessity and not the individual’s insurance status will 
determine the care he receives. 

An individual should be hospitalized only if he 
needs to be hospitalized and not because his diag- 
nostic tests will be paid for by his insurance only if 
he occupies a hospital bed. A person with a mental 
illness should receive shock treatment only if that is 
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best for him and not because his psychiatric bene- 
fits end after 30 days and shock treatments are the 
only form of psychiatric intervention that can be com- 
pleted in 30 days. 


Care of course must be exercised that as the scope 
of benefits is expanded, adequate and appropriate 
controls are applied to assure that they will provide 
maximum returns in better medical care. 


Selected Physicians. Not every licensed physician 
is competent to perform every service required by the 
patient—not even when he claims to be. The welfare 
funds and health plans that have studied the kind of 
care their beneficiaries or subscribers were receiving 
have found case after case to substantiate this conclu- 
sion. The mere fact that a person is under a physi- 
cian’s care does not always guarantee that he is re- 
ceiving appropriate medical care. To improve the 
chances of health plan beneficiaries getting the kind 
of care they need, the plan should exercise some con- 
trol over who provides the care. Various techniques 
are possible. The plan can make arrangements to 
obtain care for its subscribers from a group of doc- 
tors who already have high medical reputations, such 
as the faculty of a medical school. Under such ar- 
rangements it may also be possible to get the group 
of doctors to accept the amounts specified by the 
insurance plan fee schedule as full payment for serv- 
ices. With medical advice of recognized competence, 
a health plan may wish to compile a list of doctors to 
recommend to its members. 


Another possibility is for a health plan to limit 
payments for certain kinds of services to specialists. 
For example, one welfare fund stipulated that when- 
ever practicable major surgery for its beneficiaries 
should be performed by surgeons certified by the 
American Board of Surgery or the American College 
of Surgeons. One result of this restriction was that 
in one area the number of appendectomies performed 
yearly was reduced by 59 percent. 
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Physicians in Group Practice. Accumulating evi- 6 
dence makes it quite clear that doctors practicing in 
groups are in the best position to bring the benefits of 
modern medical care to their patients. 


Progress in medical science has made the practice of 
medicine much more complicated. While 50 years ago 
it was not difficult for one doctor to have all the 
knowledge he needed to provide the best treatment 
for all kinds of diseases, this is no longer possible. 
That is why so many doctors have become specialists. 

Group practice developed to meet the new neces- 
sities of modern medical care. In a group, family physi- 
cians and the major specialists work together as a 
team. Each doctor does what he is trained to do best. 
As President Truman’s Commission on the Health 
Needs of the Nation recognized in 1952: 

“Group practice not only can be an efficient, eco- 
nomical method of organizing health service but also 
may provide an invaluable setting for continued im- 
provement in the quality of care... 

“The patient benefits through having his entire 
health service concentrated in one place. This gives 
greater unity and continuity to his care, encourages 
consultation whenever it is needed and minimizes 
travel. The patient also gets more service per dollar 
spent through the economy of group practice.” 

Medical groups such as the Mayo and Lahey Clinics 
are well recognized for the superlative quality of care 
they provide. Many others, less well known, have the 
same potential. A recent president of the American 
Medical Association, Dr. Gunner Gunderson, agrees: 
“There is no question,” he said, “that group practice 
can provide better medicine.” 

Where it is possible for a union or a health plan to 
obtain care for its members through carefully selected 
doctors associated in a medical group, such a step 
could bring striking and substantial improvements in 
quality of care and economy of operation. 
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Paying Doctors. George Bernard Shaw opens his 
preface to The Doctor’s Dilemma by saying, “That 
any sane nation, having observed that you could pro- 
vide for the supply of bread by giving bakers a 
pecuniary interest in baking for you, should go on 
to give a surgeon a pecuniary interest in cutting off 
your leg, is enough to make one despair of political 
humanity.” To the extent that we continue to accept 
the fee-for-service method of paying for medical care, 
this is what is done in America today. There are 
better methods of paying doctors. Doctors can be 
paid a salary, they can form a partnership to distrib- 
ute fees in some equitable manner not related to the 
number of legs they amputate or appendices they 
remove. 

It is perfectly possible to make an arrangement 
with a group of doctors whereby a sensible method 
of paying individual doctors, such as through salaries, 
is combined with payments to the group on a fee-for- 
service basis according to the indemnity schedule of 
the insurance plan. 

Better yet, of course, would be an arrangement 
whereby the group of insured persons pays a certain 
sum to the medical group annually to cover all nec- 
essary care, regardless of what that may turn out to 
be in the course of the year. This completely elim- 
inates economic incentives for unnecessary care, and 
allows the emphasis to be put where it belongs— 
on preventive care to keep people well. 


Financial and quality audits. Some control over 
fees can be achieved under a cash indemnity plan by 
periodic audits of bills. Some of the most successful 
of these audit procedures have been developed by 
county medical societies. Physicians have most fre- 
quently themselves taken measures to prevent health 
plan abuse when they were faced with possible compe- 
tition from a group practice direct service plan. 

Certain checks on quality of care can be under- 
taken on a purely statistical basis. The medical audit 
is a technique of evaluating quality of care used by 
some health plans and many medical groups and 
hospitals. It consists of the application of modern 
statistical, data-processing and data-presentation tech- 
niques to examine, verify, interpret and use over-all 
data about the medical care being provided in order 
to control and improve the quality of care. 
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Selected Hospitals. Just as not all physicians 
are equally competent to render all sorts of care, not 
every hospital is an equally good place to receive care. 
A study of the quality of care received by members of 
one union found that more than one-quarter of the 
hospital care was being given in distinctly inferior 
hospitals. Health plans might consider the suggestion 
of the public health authority who headed that study 
—that health plans should pay for patient care only 
in hospitals that meet specified standards of care as 
established by broadly representative public councils. ry 


Action Needed. The techniques described are all 
methods of obtaining some control over costs and 
quality to the end of making health insurance work. 
It is impossible to obtain effective protection from 
health insurance plans without getting into the organ- 
ization, financing, and distribution of medical care. 
Unions must extend their influence into this area if 
negotiated health and welfare dollars are to buy high 
quality medical care and protect working families from 
unpredictable medical bills at the time of illness. 
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The Seventeen Million 

Who among us is not handicapped? 

Who has not envied the abilities 

and skills of others? 

Who has not felt, at one time or another, 

a sense of inadequacy? 

Such feelings are more than a passing mood for 
seventeen million Americans who are physically 
disabled. Over half could profit from some 
form of rehabilitation. 

But most of them may never get it. 


It is not because their disabilities are so serious. 


* It is not because they want to remain helpless. 


It is not for lack of medical skill and knowledge. 
This tragic waste of human resources 

continues simply because people do not know 
enough about the problem of disability. 

The slogans are familiar—‘Hire the 
handicapped. It’s good business.”—“It’s 

ability, not disability, that counts,” etc. 

But these slogans and statistics are merely 
shorthand descriptions of human suffering. They 
will not help us to understand either the 
problem of disability or the promise 

of rehabilitation. 
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What is 
TOTAL DISABILITY? @ 


The ability to work is still measured in terms of 
a medical concept first fashioned at the turn of 
the century—“anatomic perfection.” According to 
this view, a man is either fit or unfit depending 
upon whether or not he is physically “whole.” 
Today, thanks to new advances in rehabilitation 
medicine, we know that a man can function with 
one-half of one lung, one-third of one kidney, 
1/64th of a liver, one-half the normal volume of 
blood, and with no stomach! It is also an estab- 
lished fact that few individuals use more than 
one-quarter of their physical capacities in their 
work and daily living. 

Viewed in this light, what is “total disability?” 


Actually, there are some cases in which the indi- 
vidual is almost completely helpless. But even 
these, it has been found, can be restored to some 
measure of independence, such as taking care of 


their own physical needs. * 


Unfortunately, public understanding has not yet 
caught up with medical science. It is in the area 
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big reason—lack of public support. 


of vocational disability that the problem is most 
acute. The Bureau of Labor Statistics estimates 
that there may be as many as six million persons 
of working age who have, serious disabilities which 
create difficulties in getting jobs. 

The Office of Vocational Rehabilitation says there 
are about two million physically disabled men and 
women who require vocational rehabilitation. 
There are three reasons why these people are not 
getting rehabilitation services: 1) Many of the 
disabled do not know that such services are avail- 
able. 2) Individual states do not provide the 
“matching money” to implement the federal pro- 
gram. 3) The necessary medical and vocational 
facilities are not available. 


But all of these reasons can be grouped under one 


The basis for hope 


The science of restoring the physically disabled 
has developed to the point where it is now a rec- 
ognized medical specialty called “physical medi- 
cine and rehabilitation.” It made its greatest 
strides during and after World War II in treating 
combat injuries. Physicians with this specialty 
stress the importance of early introduction of 
rehabilitation procedures. 

The new concept of rehabilitation provides, in 
addition to medical care, a broad range of spe- 
cialized services. These include: psychiatric and 
psychological services to determine the extent of 
mental and emotional “injury” and to measure 
abilities and potentialities; social services to help 
the patient work out family and community prob- 
lems; and vocational services, to determine voca- 
tional liabilities and assets and to provide training 
for the highest possible level of employment. 

But even the best professional care, it has been 
found, is useless if, at its completion, the disabled 
person must go out into a community which does 
not understand his problem or is indifferent to it. 
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The handicapped can be helped, but only with 
community understanding and support. Trade 
unionists can do their share in three ways: 1) By 
recognizing the handicapped person’s desire to be 
independent. 2) By believing the handicapped per- 
son, in most cases, can be helped to achieve some 
measure of independence. 3) By making sure the 
community has the skilled professional help and 
the facilities required for comprehensive reha- 
bilitation. 


The foundation for a nationwide program of com- 
prehensive rehabilitation already exists. The fed- 
eral Office of Vocational Rehabilitation carries on 
a program which is now serving a quarter-million 
persons. The Veterans’ Administration provides a 
wide range of health and rehabilitation services 
for 22 million veterans. And there are thousands 
of local voluntary rehabilitation facilities, includ- 
ing sheltered workshops and rehabilitation units 
in hospitals. 

But much more is needed and organized labor has 
a significant contribution to make toward the goal. 


As AFL-CIO President George Meany expressed 
it: 


“We look upon the handicapped workers just as 
we look upon any other group that suffers from 
prejudice, discrimination and inadequate oppor- 
tunity. We want to help them win their full status 
as productive citizens.” 
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. Labor’s Stake 


Organized labor has played a vital role in the 
development and improvement of rehabilitation 
services. Having supported earlier cash benefit 
programs for the disabled, labor recognized the 
importance of making rehabilitation an integral 
part of these programs and has since pushed for 
its inclusion. 


Labor has expressed its concern for the handi- 
capped through its effective representation on the 
President’s Committee on Employment of the 
Physically Handicapped and on state advisory 
committees. 


And, finally, organized labor has made impressive 
contributions, both of time and money, toward the 
establishment of local rehabilitation centers. 


Now, the AFL-CIO Executive Council has called 
for establishment of a “Labor Program for Re- 
habilitation,” to be developed by AFL-CIO Com- 


munity Service Activities. The program will in- 
volve the AFL-CIO membership at all levels in a 
concerted effort to improve our nation’s rehabilita- 
tion services. 


The Labor Program for Rehabilitation includes 
these suggested steps for local central bodies and 
their Community Services Committees: 
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a labor program for 


Rehabilitation 


1) Informing union members—The best way to 
do this is through the Community Services’ union 
counselling program. “Comprehensive Rehabilita- 
tion” should be included in all union counselling 
classes. If this is not possible, special courses in 
rehabilitation can be developed for specific inter- 
ested groups. 

Working with community groups—Unicn 
members and officers should: serve on the boards 
and committees of rehabilitation organizations; 
attend workshops and meetings on rehabilitation; 
and visit rehabilitation facilities. Local unions, city 
and state bodies can render an important commu- 
nity service by taking an active part in efforts to 
develop “Citizen’s Advisory Councils” which will 
extend the community, state, and national rehabil- 
itation efforts. The needs are many and varied and 
labor’s help and counsel are badly needed. 
Determining needs—Labor, in cooperation with 
industry, government and a wide variety of com- 
munity groups, should determine the rehabilitation 
needs and resources, and plan the development of 
adequate facilities and services. Here are some of 
the factors to be considered in making a commu- 
nity survey: 

a) WORKMEN’s COMPENSATION Laws—Do they 
stress the importance of rehabilitation? 


b) MEDicaL FAciLitieEs— These will include 
Medical Rehabilitation Centers staffed by special- 
ists in Physical Medicine and Rehabilitation in 
hospitals and medical schools and Single Disabil- 
ity Centers, such as speech and hearing clinics, 
cardiac evaluation units, centers for epileptics and 
the blind. 

c) UNION HEALTH PROGRAMS—Do they include 
rehabilitation services as part of overall medical 
care? 

d) SHELTERED WorksHops—Through its knowl- 
edge of work standards and working conditions, 
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organized labor can make a unique and important 
contribution to these shops for disabled workers. 
This may involve establishment of new workshops, 
improvement of existing ones, or support of leg- 
islation affecting workshops. 

e) INFORMATION AND REFERRAL—Local central 
bodies should promote establishment of central in- 
formation and referral services to which union 
counsellors, and others, can direct individuals 
seeking rehabilitation services. 

f) COMPREHENSIVE REHABILITATION—The mod- 
ern concept of rehabilitation takes into account 
the mental and emotional, social and spiritual fac- 
tors, as well as the vocational. Labor should iden- 
tify the need for psychiatric, psychological, social, 
and recreational services and assist in mobilizing 
community resources to meet such needs. 


How local rehabilitation units 
can work with labor 

Local rehabilitation organizations interested in 
getting labor’s support for their activities should: 
1) Contact the president of the local central labor 


body to obtain official labor representation on 
boards and committees. 
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2) Acquaint the AFL-CIO Community Services 
Committee with their programs and activities and 
explore possible areas of cooperation. 


3) Designate a particular staff member whom 
union representatives can contact should they have 
any referral problems or questions. 


4) Consider the possibilities of demonstration 
projects which might promote labor-rehabilitation 
cooperation in serving disabled persons, 


5) Respond, whenever possible, to requests for 
help in the development of rehabilitation content 
of union training programs and make available re- 
habilitation workers who can serve as consultants, 
speakers, etc. 

6) invite labor representation on community com- 
mittees sponsored by the council of social agencies 
or similar groups. 
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20 IDEAS 
FOR STEWARD 


MEETINGS 


BASED ON MATERIAL ORIGINALLY PREPARED BY 
INTERNATIONAL ASSOCIATION OF MACHINISTS’ 
EDUCATION DEPARTMENT 


1. STEWARD’S JOB 


Ask the group to comment 
on the question, “What is the 
biggest problem a new steward 
faces when he takes office?” 

If it is a large group, stew- 
ards can write their answers 
on a slip of paper and hand 
them in. As comments are 
made, a panel of experts, such as the local President, 
the Chairman of the Grievance Committee, and the 
Business Representative, add remarks. The session 
should be summarized by the chairman, who presents 
three or four main points that are important for a new 
steward to remember. This session is usually a good 
review for experienced stewards. 


aA 


3. GRIEVANCE WRITING 


Pass out a sheet of instruc- 
tions on how to write up a 
grievance along with a sample 
grievance situation and blank 
grievance forms. Have the 
stewards discuss the contract 


violation involved in the sample 

grievance and then have them 
write it up as a grievance on the blank form. Go over 
the way various stewards have written the grievance 
and discuss how it should be worded. 


SRE eee 


2. CONTRACT 
INTERPRETATION 


It is not very effective to read 
the contract or lecture about it. 
Instead, prepare a sheet of five 
or six specific questions about 
one or two sections of the con- 
tract. For example: “If John 
worked 40 hours during the 
week and 8 hours on Saturday 
and his pay is $2.00 an hour, what should his gross 
earnings be?” 


The group can then work out the correct answer. 
A couple of “experts” from the Grievance Committee 
can act as a resource panel for the group. 


4. GRIEVANCE 
PRESENTATION 


Pass out a sample grievance 
situation or use the situation 
from a grievance film. Ask the 
stewards what they would do 
in preparing to argue this case 
with a foreman. Then have a 
couple of stewards role-play the 
grievance with one acting as the 
steward. After they have acted for two or three 
minutes, discuss the way they presented the grievance 
and what the “actors” did best. In order not to 
“stigmatize” an individual for playing the part of the 
foreman, it is sometimes a good idea to have them act 
it out a second time reversing their roles. They will 
often do a better job the second time. 
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5. STEWARD'S KIT 


Prepare a list of pamphlets 
and written information the 
steward should have handy in 
order to do an effective job. 
Discuss with the stewards what 
information they already have 
and where they can obtain some 
of the things on the list (such 

as seniority lists, wage rates, job descriptions, time 
studies, etc.) Checking over this list and agreeing 
what the local can obtain for the stewards and what 
the stewards can obtain for themselves is a valuable 
session. 


7. CONSTITUTION 


Prepare a sheet with five or 
six questions about how the 
union is run, as set forth in the 
constitution. (When are Local 
officers elected.) Distribute 
this sheet along with copies of 
the constitution. They will not 
be able to find the answers to 

all of the questions, but they begin to become familiar 
with various parts of the constitution. Go over the 
questions with the group and discuss the correct an- 
swers. Have a correct set of answers prepared before 
the meeting so the discussion leader will have the in- 
formation. One or two officers can act as a resource 
panel to answer other questions that will come up in 
this session. 


9. USING VISITORS 


“Visiting firemen” provide an 
opportunity for a different type 
of educational program. Fre- 
quently, visitors from the na- 
tional or international union, 
representatives from the state 
labor council or city central 
body, or a foreign union visitor 

are available at the time of a steward meeting. Use 
their help to show the steward what is going on in 
other parts of the union or the labor movement. For 
example, the foreign visitor might talk about the 
international labor organizations, such as the ICFTU 
or the ILO. In general, it is a good idea to have the 
person talk for only 15 minutes and leave the re- 
maining time for discussion. Prepare a few questions 
to ask the visitor to begin with, in the event the group 
doesn’t have any questions. 


6. DUES BREAKDOWN 


Have the Financial Secretary 
put on the blackboard a break- 
down showing what part of the 
dues goes to the local, the in- 
ternational, the city and state 
labor bodies. Have the group 
discuss what services are per- 
formed by each one of these 

areas. The Financial Secretary and other officers can 
act as a panel and be prepared with a complete list 
of services to fill in information that is omitted from 
the group discussion. They can also answer questions. 


8. RETURNING DELEGATES 
When the local sends dele- 


gates to an important union 
event, such as the international 
convention, the Education Com- 
mittee can use delegates for the 
steward’s program. Have the 
delegates make a report to the 
steward body as soon as possi- 
ble. Reports should emphasize matters of special in- 
terest to the steward (such as what did the conference 
mean for the union, why it was held, what important 
things were taken up that affected our members). If 
there were two or more delegates, they can serve as 
a panel; each one of them can cover a part of the 
report. Hold the report to about 10 or 15 minutes so 
there will be time for group discussion. 


10. NEWSPAPER SESSION 


Your union newspaper can 
be used to educate about the 
union. Take a recent issue of 
the paper and give a short re- 
port on a feature article that is 
of particular interest to the 
stewards. Take about ten min- 
utes for the report. Then have 

the stewards discuss what they learned when they read 
it. Ask them what they thought the members’ attitude 
towards the article was, or what questions they heard 


in the shop. If the article was close to some problem 


in the local, this can be a good session. 
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11. ANNIVERSARY DATES 


Various dates can be used 
to educate about labor history. 
A meeting around Labor Day 
can focus on the history of La- 
bor Day and the labor move- 
ment in general. Other dates 
that can be used, for example, 
are December 5, 1955 (the 
merger of the AFL-CIO) or July 4 (to discuss the 
“Bill of Rights”). Give a short report on the event 
being honored and why it is important today. Or 
show a film, if there is one available on the subject. 
Allow time for discussion from the floor. 


13. DURING NEGOTIATIONS 


The period after bargaining 
starts and before settlement is 
reached is one that is often ac- 
companied by rumors and 
questions in the plant. A good 
session can be set up by asking 
stewards to raise the questions 
they hear in the shop. Again, a 
panel of members of the Bargaining Committee can 
serve as the “experts” to answer the questions raised. 
Such a session might be introduced by a brief report 
from the Bargaining Committee on what has been 
happening in negotiations. This session can help 
straighten out misinformation and win increased sup- 
port for the Bargaining Committee in negotiations. 


15. WORKMEN'S 
COMPENSATION 


This is a subject which can 
be used to educate on job and 
legislative problems. Someone 
who is familiar with the law 
(such as a representative of the 
state AFL-CIO) can give a 
short talk on the workmen’s 
compensation law. A printed 
summary of the law can be distributed to the stewards. 
Someone from the Education Committee should point 
out what stewards should tell a member who has an 
injury about his rights under the law. If the local 
has a procedure for handling workmen’s compensation 
cases, this should be explained. The session should 
end with a summary of the improvements that are 
needed in the law and what the union is doing about 
them in the state legislature. A similar session can be 
held on the state unemployment compensation law. 


12. PREPARING FOR 
BARGAINING 


Before the membership sets 
the demand and negotiations 
begin, discuss with the stewards 
what they feel needs improving 
in the agreement. Membeis of 
the Bargaining Committee can 
serve as resource experts in 
this discussion and discuss the 
various improvements suggested. The meeting can 
spend some time on important sections of the contract, 
such as grievance procedure, seniority, health plan, 
etc. Some of the suggestions made by the stewards 
will be helpful. Some won’t, but the discussion will 
create interest and support for the coming negotiations. 


14. VOTING RECORD SESSION 


Obtain the voting records of 
Congressmen or state legislators 
from your union education de- 
partment, the state federation or 
AFL-CIO COPE. A copy of the 
voting record can be distrib- 
uted to each steward and a re- 
port given on bills and the 
way local Congressmen voted. If this is done through- 
out the year, stewards have some background on the 
issues and how their representatives voted when elec- 
tion time rolls around. 


16. AFTER CONTRACT 
SIGNING 


After the contract settlement 
there are usually many ques- 
tions about the new contract. 
There are also details that stew- 
ards need to know which were 
not covered fully in the ratifi- 
cation meeting. A steward ses- 
sion on contract changes is of 
interest right after negotiations. Begin with a ten 
minute report from the grievance or bargaining chair- 
man. Follow this with time for stewards to raise 
questions they have heard members asking about the 
new contract. Some of the members of the Bargaining 
Committee can act as a panel to answer the questions. 
Also cover new contract procedures the stewards need 
to follow. If information is being prepared for mem- 
bership, advance copies could be discussed by the 
stewards so that they can ask questions before it 
reaches the membership. 
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17. LETTERS TO CONGRESS 


DEAR 
(et When Congress or the state 


ms legislature is in session they are 
° considering bills of importance 
: to the labor movement. Have a 
member of the legislative com- 
mittee give a report outlining 
the provisions of a bill and why 
the labor movement supports 
or opposes this legislation. Information on these issues 
can be obtained from your newspaper, the AFL-CIO 
News, the Legislative Bulletin, or the state labor paper. 
After a short question period, explain the importance 
of writing letters to legislators. Explain, for example, 
that personal letters are more effective than form let- 
ters. Pass out stationery and envelopes and write on 
the board the address of the legislators for the area. 
Having stewards write a letter provides education 
on the issue. 


19. PAMPHLET MEETING 


At the beginning of a meet- 
ing, pass out a copy of a recent 
pamphlet published by your 
union or the AFL-CIO. Have 
a member of the education 
committee give a 5 minute re- 
port on the pamphlet. Stewards 
can ask questions about the 
subject. Pamphlets on job evaluation, workmen’s 
compensation laws, contract provisions, bargaining 
trends, etc., will be of interest to the stewards. If the 
pamphlet deals with a subject that is the responsibility 
of a committee in the local (such as the legislative 
committee) these people can help answer the questions. 


ih URE SERGE CEE FRR Ge RR 


PICK A NUMBER —from I to 


Se oe ee 


18. COPE COLLECTION 


The steward meeting can be 
used to prepare stewards for 
the problems of conducting the 
COPE drive. Have the com- 
mittee in charge of the COPE 
collection describe the drive 
and the reasons for it to the 
stewards. Encourage the stew- 
ards to ask the committee various questions that they 
have been hearing in the plant about COPE. The com- 
mittee can act as a resource panel to provide answers. 
One steward can then practice collecting a COPE 
pledge from another steward who plays the part of 
the member. This can be done either with two stewards 
acting these parts before the whole group, or the 
whole group of stewards can pair off and practice 
on each other. Discussion can be summarized by 
giving the three or four main points that are important 
to remember in obtaining COPE donations. 


20. SIGNING UP 
NEW MEMBERS 


It is helpful to run a session 
on ways to sign up new mem- 
bers, especially if the local does 
not have a union shop. Several 
members that have done an 
outstanding job can act as a 
panel and tell how they have 
signed up members in their de- 
partment. Or one of the officers or international repre- 
sentatives can talk on this topic. Stewards can be 
asked to tell what are the main problems they have 
in signing up members. Two stewards can role-play— 
one taking the part of the reluctant employee and the 
other the steward. Allow time for discussion after this 
role-playing on what was done well and what other 
methods could be used in signing up new members. 


2 ceca pence cae 


As you look through these twenty 
suggestions you may find three or four 
that are particularly applicable to your 
local union. 

Pick them out and go to work. Try 
to make them happen! : 


They may be your lacky numbers! — 
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the most help in solving their imme- 
diate problems? 

The success of your program will 
depend on your Education Commit- 


tee’s ability to understand—and satisfy 


the needs of the stewards. It will be 
helpful to discuss with the stewards 
the kind of program they feel they 
need or want and then get some of 
them to participate in planning the 


. Other considerations to be | 


program 
double-checked in running successful 
steward meetings are: 

Is the time and place of the meeting 
convenient? 
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Has the meeting received good pub- 
licity-——ineluding a written notice? 
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17. LETTERS TO CONGRESS 


When Congress or the state 
legislature is in session they are 
considering bills of importance 
to the labor movement. Have a 
member of the legislative com- 
mittee give a report outlining 
the provisions of a bill and why 
the labor movement supports 

or opposes this legislation. Information on these issues 
can be obtained from your newspaper, the AFL-CIO 
News, the Legislative Bulletin, or the state labor paper. 
After a short question period, explain the importance 
of writing letters to legislators. Explain, for example. 
that personal letters are more effective than form let- 
ters. Pass out stationery and envelopes and write on 
the board the address of the legislators for the area. 
Having stewards write a letter provides education 
on the issue. 


19. PAMPHLET MEETING 


At the beginning of a meet- 
ing, pass out a copy of a recent 
pamphlet published by your 
union or the AFL-CIO. Have 
a member of the education 
committee give a 5 minute re- 
port on the pamphlet. Stewards 
can ask questions about the 

subject. Pamphlets on job evaluation, workmen’s 
compensation laws, contract provisions, bargaining 
trends. etc., will be of interest to the stewards. If the 
pamphlet deals with a subject that is the responsibility 
of a committee in the local (such as the legislative 
committee) these people can help answer the questions. 


18. COPE COLLECTION 


The steward meeting can be 
used to prepare stewards for 
the problems of conducting the 
COPE drive. Have the com- 
mittee in charge of the COPE 
collection describe the drive 
and the reasons for it to the 
stewards. Encourage the stew- 

ards to ask the committee various questions that they 
have been hearing in the plant about COPE. The com- 
mittee can act as a resource panel to provide answers. 
One steward can then practice collecting a COPE 
pledge from another steward who plays the part of 
the member. This can be done either with two stewards 
acting these parts before the whole group, or the 
whole group of stewards can pair off and practice 
on each other. Discussion can be summarized by 


giving the three or four main points that are important 


to remember in obtaining COPE donations. 


20. SIGNING UP 
NEW MEMBERS 


It is helpful to run a session 
on ways to sign up new mem- 
bers, especially if the local does 
not have a union shop. Several 
members that have done an 
outstanding job can act as a 
panel and tell how they have 
signed up members in their de- 

partment. Or one of the officers or international repre- 
sentatives can talk on this topic. Stewards can be 
asked to tell what are the main problems they have 
in signing up members. Two stewards can role-play— 
one taking the part of the reluctant employee and the 
other the steward. Allow time for discussion after this 
role-playing on what was done well and what other 
methods could be used in signing up new members. 


PICK A NUMBER ={from I to 20 


As you look through these twenty 
suggestions you may find three or four 
that are particularly applicable to your 
local union. 

Pick them out and go to work. Try 
to make them happen! 

They may be your lucky numbers! 
But putting them into practice in run- 
ning a good meeting for stewards will 
take a lot of hard work, careful plan- 
ning and good old common sense. 

In planning your steward meeting, 
consider the “talk” in the plant. What 
are the stewards concerned about? 
What kind of a program can give them 


the most help in solving their imme- 
diate problems? 

The success of your program will 
depend on your Education Commit- 
tee’s ability to understand—and satisfy 
—the needs of the stewards. It will be 
helpful to discuss with the stewards 
the kind of program they feel they 
need or want and then get some of 
them to participate in planning the 

program. Other considerations to be 
double-checked in running successful 
steward meetings are: 

Is the time and place of the meeting 
convenient? 


AFL-CIO Pamphlet No. 120 


Has the meeting received good pub- 
licity—including a written notice? 

Do top officers of the local partici- 
pate in steward meetings ? 

Does the committee planning each 
meeting meet after each session and 
talk over how it went—how to make 
the next one better, 

Did the stewards have an opportu- 
nity to participate in the meeting? 

Were current shop problems dis- 
cussed? 

Do the meetings help stewards to 
answer questions raised by members 
on the job? 
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The debate over the public schools has been 
going on for well over a century and few of the 
arguments heard today against federal aid to 
education are really new. 

Roger Freeman, for example, one of the 
leading opponents of federal aid, told the 
Senate Subcommittee on Education in March 
1961: “The most serious charge against gen- 
eral federal school aid may well be that it 
would set an example . . . for the American 
public in general that the way to get what we 
want for our children, for ourselves, for our 
community, is not to work and pay for it but 
to seek a device by which we can have others 
foot the bill.” 

Exactly this same argument, that the shift- 
less would be encouraged to profit at the ex- 
pense of the industrious, was used in the Nine- 
teenth Century to oppose the public school @ 
system altogether. One of the best answers to 
the argument is still that given by Thaddeus 
Stevens when, in 1834, he spoke out in defense 
of Pennsylvania’s pioneering public school law: 

“This law is objected to because its bencfits 
are shared by the children of the profligate 
spendthrift equally with those of the most in- 
dustrious and economical habits . . . Carry out 
this objection and you punish the children for 
the crimes or misfortunes of their parents.” 
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EARLY HISTORY : 


The American public school system did not 
just happen. From earliest times there have 
been those who wanted to improve the school 
system and extend it and there have been 
those who were equally determined to limit its 
availability and effectiveness. The American 
labor movement has always been a constructive 
champion of better schools. Educational lead- 
ers such as Horace Mann and Henry Barnard 
found their principal support in the unions 
when they pressed their campaign for universal 
free public education. 

Unions and workingmen’s parties in the first 
half of the Nineteenth Century were determined 
that the promise of American democracy 
should be fulfilled in terms of equality of op- 
portunity and the uprooting of class privileges. 
Universal suffrage, the abolition of imprison- 
ment for debt and reform of the militia system 

@Py which the wealthy could buy their way out 
of military service were all among the early 
labor demands which have since become 
accepted parts of American democracy. One 
of the deepest convictions of all among these 
early unionists was that the responsibilities of 
a democratic society make it imperative that 
all citizens be educated. 

The Workingmen’s Party, organized in New 
York City in 1829, included as one of its prin- 
cipal planks a demand for a school 
“that shall unite under the same roof the chil- 
dren of the poor man and the rich, the widow’s 
charge and the orphan, where the road to dis- 
tinction shall be superior industry, virtue and 
acquirement without reference to descent.” 

At this time 24,000 children in New York 
City and more than half of the children in 
Pennsylvania had never attended school at all. 
Such free schools as existed were limited to 
teaching the “three R’s” to the children of the 
very poor. The Free School Society, for ex- 
ample, opened a school in New York City in 
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1806 “for the education of such poor children 
as do not belong to, or are not provided for by 
any Religious Society.” Similarly, the Phila-@ 
delphia Society for the Free Instruction of 
Indigent Boys advised parents that if they 
would declare themselves paupers, their chil- 
dren might be given free education. 

_ Workers resented the social stigma associated 
with free education and demanded free public 
schools open to the rich and poor alike. The 
workers also demanded that the course of 
studies be broadened to include “the science of 
government” and other “intellectual subjects” 
which would prepare students for their respon- 
sibilities as members of a democratic society. 

_ Education was an important concern of the 
voluntary association of workingmen founded 
in Philadelphia in 1829, the same year as that 
in which the New York Workingmen’s Party 
was founded. The Philadelphia workers sub- 
mitted a questionnaire to all candidates for the 
state legislature asking where the candidate 
stood on the matter of “an equal and general 
system of education.” Out of their efforts there 
developed a workingman’s committee to study 
the Pennsylvania school system. In 1830 this@ 
committee urged the building of free public 
schools, open to all children, in every part 
of the state. The committee also supported 
popular election of school boards. 

_ These and similar activities in various sec- 
tions of the country resulted in unions from all 
over the nation coming to New York for a 
convention in 1834 to consider “the social, 
civic, and political conditions of the laboring 
classes.” One of the most important recom- 
mendations of the convention was for the es- 
tablishment of “an equal, universal, republican 
system of education.” 


FREE EDUCATION 

While unions were organizing support for 
free public schools, other groups were gather- 
ing into an opposition force. What remained 
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of the old aristocratic class, the new conserva- 

tives and the politicians of small vision assailed 

@he idea of tax-supported schools as harmful 
to the individual good and thoroughly undemo- 
cratic. 

The leaders of the New York Wechinginent s 
Party were denounced by the New York Com- 
mercial Advertiser as men who were “lost to 
society, to earth and to heaven, godless and 
hopeless.” Their new party was described as 
“emerging from the slime . . . . more beastly 
and terrible than the Egyptian Typhon.” 

The National Gazette of Philadelphia argued, 
“universal, equal education is impossible if 
trade, manufacturing and manual labor are to 
be successfully prosecuted—unless the stand- 
ards of education be greatly lowered and 
narrowed.” 

In the words of Elwood Cubberly, distin- 
guished historian of American education, “the 
friends of free schools were at first commonly 
regarded as fanatics, dangerous to the state.” 
The idea of providing free education for all 
out of public taxation was denounced as social- 
istic and destructive of individual initiative. 

4) Another historian of education, R. Freeman 
Butts, writes in A Cultural History of Western 
Education, “education [it was argued] should 
properly be reserved for those intellectually 
able to profit from it and financially able to pay 
for it. It was assumed that there is a natural 
and high correlation between intelligence and 
income.” 

The National Gazette again provides a ready 
illustration of Dr. Butts’ generalization: “The 
‘peasant’ must labour during those hours of the 
day which his wealthy neighbor can give to 
abstract culture of his mind; otherwise, the 
earth would not yield enough for the subsist- 
ence of all: the mechanic cannot abandon the 
operation of his trade for general studies; most 
of the conveniences of life and objects of ex- 
change would be wanting; languor, decay, 
poverty, discontent would soon be visible 
among all classes.” 


Arguments such as those advanced by the 
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National Gazette could be heard in most of 
the state legislatures, and, in modified form, 
some of them are encountered even today. In 
1834, for example, the Pennsylvania legislature 
passed a law permitting, but not requiring, 
school districts to furnish free education. A 
torrent of abuse was let loose upon the legis- 
lature, and the new law became the most im- 
portant issue in the next election. Several mem- 
bers of the legislature who had supported the 
law were defeated when they stood for re-elec- 
tion. When the new Assembly was called to- 
gether, it was apparent that the voters had been 
stampeded into electing an assembly which con- 
tained a majority opposed to free public 
schools. The new Assembly received petitions 
from 32,000 people demanding the repeal of 
the law which made public schools permissible. 
Many of the petitioners against public schools 
were themselves illiterate as evidenced by the 
fact they signed the petitions by “making their 
mark.” 

Thaddeus Stevens rescued the all but doomed 
free school law with a speech that has become 
a classic statement of the case for public edu- 
cation. “The liberal and enlightened proceed- 
ings of the last legislature,” he told hi 
colleagues, “have aroused the demon of 
ignorance from his slumber, and maddened at 
the threatened loss of his murky empire, his 
discordant howlings are heard in every part of 
our land.” 

The demon of ignorance was defeated, how- 
ever, and Pennsylvania became the first state 
to establish a free public school system. New 
Jersey followed suit in 1838 by establishing 
public schools open to all children, although it 
was not until 1871 that New Jersey finally 
abolished the rate bills by which parents were 
taxed in proportion to the number of children 
they had in school. New Jersey thus became 
one of the first states to establish a public 
school system but one of the last to make edu- 
cation truly free. Most of the other states fell 
in line sometime during the intervening years. 

After their initial victories in establishing 
public schools, workers continued to insist 
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upon complete equality of educational oppor- 
tunity. It is worthy of notice that a convention 
of Negro unionists in 1869 anticipated by 
nearly a century the United States Supreme 
Court in demanding “a free school system, 
recognizing no distinction on account of race, 
color, creed or previous condition.” 


AFL SUPPORT 


The labor movement in the United States 
has never slackened in its close attention to 
educational problems. Like the early unions 
that had preceded it, the American Federa- 
tion of Labor, from its founding convention in 
1881, was a champion of the schools, the 
students, and the teachers. 

Relating education to democracy, as unions 
had done in the past, the delegates to the first 
convention turned their attention to the need 
for compulsory school attendance laws. “If 
the state has the right to exact certain com- 
pliance with its demands,” they declared, “then 
@pit is also the right of the state to educate its 
people to the proper understanding of such de- 
mands.” This view was to be repeated in resolu- 
tions adopted by delegates to the AFL conven- 
tions for years to come, as when delegates to 
the 1887 convention adopted a resolution 
calling for the enactment of compulsory educa- 
tion laws “so as to enable (the children) to 
acquire an education fitting them to become in- 
telligent and important factors in the regulation 
of the laws and the system of government under 
which they live.” 

The public school system was by now a 
reality, in considerable part because of the 
efforts of eariy unions and workingmen’s 
parties. But availability of schools did not 
mean that all children attended, and the AFL 
was concerned that children be in the schools 
which had been established. Support for com- 
pulsory school attendance laws was one part 
of this effort, laws against child labor another 
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part. “The damnable system which permits 
young and innocent children to have their lives 
worked out of them in factories, mills, work- 
shops, and stores, is one of the very worst of 
labor’s grievances,” AFL President Samuel 
Gompers told delegates to the 1893 convention 
of the Federation. “We shall never cease our 
agitation until we have rescued them, and 
placed them where they should be, in the 
schoolroom and the playground.” 

The first convention of the AFL had gone 
on record as favoring laws forbidding the em- 
ployment of children under the age of 14. And 
as recently as World War II, the Federation 
and the Congress of Industrial Organizations 
were again doing battle with this problem. 
With the war-created manpower shortage as an 
excuse, there was a nation-wide movement to 
relax child labor laws to permit children to 
leave the schools and work in defense industry. 
Labor responded to this pressure by strenu- 
ously opposing “any relaxation of standards 
pertaining to child labor.” 


CURRICULUM 


Organized labor has by no means confined 
its interest in education to a simple belief that 
children should be in the schools and not in the 
factories. Unions have given serious and 
thoughtful attention to a whole series of edu- 
cational problems, including curriculum, school 
financing and the position of the teachers. 

As to curriculum, the AFL favored includ- 
ing vocational classes which would teach stu- 
dents various trades, but the Federation 
insisted that these classes be supplements to 
rather than substitutes for instruction in such 
subjects as government, English, science, and 
history. Mechanics need to know more than 
the skills of their trade, unionists believed; they 
also need to know the skills incidental to 
citizenship in a democratic nation. 
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The AFL first formulated a comprehensive 
a program for vocational education at its 1908 
iy © ) convention in Denver. The convention sup- 
ported vocational education in the schools, but 
cautioned that the training should turn out 
truly skilled craftsmen and not merely spe- 
cialists who were able to handle only a limited 
aspect of their trade. 
The Smith-Hughes Act of 1917, the begin- 
ning of large scale vocational education, was 
passed with the full sponsorship and active 
| support of the AFL. The Vocational Educa- 
tion Act of 1946 and the various bills which 
led up to it were also supported by the Fed- 
eration. The AFL-CIO supported the National 
| Defense Education Act of 1958 which estab- 
lished area vocational education programs, but 
opposed the provision of the act which limited 
this program to the training of “highly skilled 
technicians.” 
Organized labor has always strongly favored 
social studies classes in the schools, but the 
AFL expressed concern at reports that such 
classes were often being used to serve special 
interest groups. The Federation’s Committee 
6 on Education prepared a detailed report on this 

matter in 1923. After consulting with such 
leading educators as Charles Beard, Nicholas 
Murray Butler and John Dewey, the committee 
reported: “The American labor movement 
does not wish public education to be influenced 
by partisan bodies of any kind. The persons 
most competent to judge in detail what should 
be taught and how it should be taught are 
those who are themselves engaged in the edu- 
cational profession. The American Federation 
of Labor does not wish to exert, even in the 
smallest degree, the same kind of influence 
which reactionary organizations are attempting 
to exercise.” 

Adult Education was another aspect of la- 
bor’s interest in the curriculum. AFL President 
Samuel Gompers very early became interested 
in the possibilities of utilizing school facilities 
in the evening hours for adult classes. In 1888, 
he helped win the passage of a law in New 
York authorizing evening lectures in the 
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schools on such subjects as science, political 
theory, economics, art and literature. It was, 
of course, the working men and women who 


were the principal beneficiaries of this pro- * 


gram. The AFL convention in 1893 adopted a 
resolution calling for the establishment of even- 
ing schools in all parts of the nation. 


TEACHERS 


It was only natural that the American labor 
movement, in its thinking about education, 
should devote special attention to the needs of 
the teachers. The first union of teachers was 
formed in Chicago in 1897, and in 1902 this 
organization formally affiliated with the Ameri- 
can Federation of Labor. The Federation wel- 
comed the new union into its ranks and de- 
clared that it believed the time was ripe for 
the organization of the teachers in all parts of 
the United States. 

The American Federation of Teachers was 


officially chartered by the AFL in 1916 and @ 


Gompers sent the officers of the new union a 
telegram extending his congratulations and ex- 
pressing his hope that “the American Federa- 
tion of Teachers may be set on the road of 
practical, beneficial work in the interest of the 
teachers, of the pupils in the schools and of the 
people of our common country.” 

To the AFL unionization was the most de- 
pendable way to better working conditions and 
better salaries for teachers. But the Federation 
also saw unionization as a method of winning 
dignity, freedom and independence for the 
teachers. The 1916 AFL convention hailed 
the new American Federation of Teachers as 
“a movement which will eventually democratize 
our public schools.” 

Along with its efforts to unionize the 
teachers, the Federation always stoutly cham- 
pioned the rights and freedom of the teachers. 
“There is no way to aim more directly at the 
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freedom of the wage-earners and the masses 
of the people than through suppression of the 
individuality, the thought and the activities of 
the teachers,” according to a resolution adopted 
by the 1922 AFL convention. This same con- 
vention expressed concern over “tyrannical 
systems of school administration” and over 
school boards which are sometimes “out of 
harmony with progress and democracy.” The 
delegates concluded that “as the school boards 
become more poweriul, it is essential that con- 
trol should be democratic and that those in 
authority should be responsible to the people.” 
“Men and women in becoming teachers do 
not thereby surrender their rights as American 
citizens,” delegates to the 1922 AFL conven- 
tion declared. “Inquisitions by school authori- 
ties into the personal, religious, political and 
economic views of teachers is intolerable in a 
free country, strikes at the very basis of our 
public school system and can result only in the 
development of mental and moral servility, and 
the stultification of teachers and pupils alike.” 
labor has always maintained, in 

the words of the 1931 convention of the AFL, 
that the “only basis for the selection of teachers 
should be their preparation and training.” The 
Federation also took the position that once 
teachers had been selected and given a fair trial 
period, “permanency of tenure . . . is an im- 
portant factor in the building of a teaching 
profession and the establishing of a system of 
schools that wil! function for the better training 
of our children into more competent citizens.” 


FEDERAL AID 


Support for public schools necessarily im- 
plies support for the expenditure of public 
funds to maintain those schools. Organized 
labor has long believed that the federal govern- 
ment should play a part in financing education. 
The AFL convention of 1889 favored “the 
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greatest liberality in the expenditure of public 
moneys by the United States and state govern- 
ments to further and advance the cause of ¢ ) 
education of the masses.” 

The AFL became much more specific in its 
support of federal aid when it endorsed and 
actively worked for the passage of the Smith- 
Hughes Act under which the federal govern- 
ment made funds for vocational training avail- 
able through grants-in-aid to the states. 

Although the AFL has supported federal 
aid to education in every convention since 
1916, the depression of the 1930’s precipitated 
a major educational crisis, and federal aid be- 
came an even more urgent demand of organized 
labor. “Those who through so-called Taxpayers’ 
Leagues or Economy Leagues are bemoaning 
the taxes are loud in their demands that the 
social services of the community be cut,” dele- 
gates to the 1933 convention stated. “We can- 
not simply sit by and watch the passing of the 
free public school . . . Federal aid in education 
is not federal control.” In 1944, the Federa- 
tion called for equalization of educational op- 
portunities through federal grants to the states, 
warning at the same time against federal in- 6) 
volvement in the selection of books, curricula, 
or methods of instruction. 

One of the most thorough analyses of the 
problems involved in federal aid was that of 
the AFL convention of 1948. Federal aid, this 
convention asserted, must mean assistance to 
states to pay adequate salaries to teachers, 
provision of health and welfare protection for 
school children, scholarships for needy youth 
so as to enable them to continue their studies, 
and support for a school building program. 
The convention urged a specific guarantee writ- 
ten into any federal aid bill that racial minori- 
ties be assured an equitable share of federal 
funds. 

During these years there was no division 
between unions on the subject of education. 
The CIO, like the AFL, declared that “or- 
ganized labor is in the forefront of the fight 
| to extend equal educational opportunity to 
every boy and girl in the United States re- 
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CURRENT CRISIS 


gardless of race, creed, or color. Workers 
know the importance of ‘educating for democ- 
racy’ and of building a public school system 
which will meet the needs of common people 
living in the twentieth century.” Like the AFL, 
the CIO supported federal aid as the one work- 
able way of equalizing educational opportunity. 

Since the AFL and the CIO shared this 
common belief in public education and in 
federal aid to the schools, it was natural that 
when the two organizations merged in 1955, 
the new organization which resulted should 
follow in the same tradition. The merger con- 
vention reaffirmed labor’s support for the use 
of federal aid for public school construction, 
improving teachers’ salaries, loans and scholar- 
ships for all worthy students, health and welfare 
services for all children, and the eradication of 
adult illiteracy. 


Education today is in a state of severe crisis. 
There is a shortage of teachers and of class- 
room space which has been growing rather 
than shrinking. Teachers’ salaries are not high 
enough to attract qualified people to the profes- 
sion. Faced with this situation, delegates to 
the most recent convention of the AFL-CIO, 
that of 1959, re-stated with contemporary 
emphasis labor’s support for the schools and its 
demand for a program of federal aid. These 
delegates found in automation and other tech- 
nological changes new reasons for expanding 
vocational education facilities. And going far 
beyond even the hopes of their Nineteenth 
Century predecessors, they turned their atten- 
tion to the problems of college education. 

“College education costs have skyrocketed 
out of reach of most families,” the delegates 
declared, “so that each year from 50,000 to 
100,000 qualified students cannot afford to go 
to college, thereby wasting America’s most 
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precious asset—its young people.” To meet 


this situation, the delegates proposed a broad ( ‘) | 


program of federally financed scholarships for 
higher education. 

In the continuing debate over problems of 
education, representatives of organized labor 
have frequently testified before congressional 
committees on behalf of federal aid. Their 
testimony invariably stands in sharp contrast to 
that of the representatives of the National As- 
sociation of Manufacturers, the Chamber of 
Commerce and the other opponents of federal 
aid. 

Peter T. Schoemann, AFL-CIO vice presi- 
dent and chairman of its Committee on Educa- 
tion, testified in March 1961, at length before 
both the House and the Senate subcommittees 
on education. “Filter cigarettes, color televi- 
sion, and supercharged automobiles may have 
some defense,” Schoemann told the Senate 
committee, “but fair teachers’ salaries, modern 
classrooms and an excellent educational system 
need no defense. America requires a top 
flight educational system—a commitment to ex- 
cellence in education.” 

On the same day that Schoemann testified 
for the AFL-CIO, Harley L. Lutz testified be- 
fore the committee on behalf of the National 
Association of Manufacturers. He argued that 
to single teachers out for salary increases 
“would augment wage-push inflation.” 

As though in answer to Lutz’ remarkable 
argument that it would be inflationary to raise 
teachers’ salaries, Schoemann pointed out to 
the committee that the average teacher’s salary 
“leaves him with only a subsistence wage 
level.” He further stated: “The failure of the 
‘law’ of supply and demand is classic in the 
case of teachers. Despite the patent need for 
teachers, local school districts have been un- 
able even with state aid, to provide attractive 
salaries and conditions.” 

Following up the interest of the 1959 AFL- 
CIO convention in the problems of college 
education, Andrew J. Biemiller, director of the 
AFL-CIO Department of Legislation, testified 
before the House Subcommittee on Education 
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on behalf of the College Academic Facilities 
and Scholarship Act in March 1961. Biemiller 
said, “This bill would assert, as a matter of 
national policy, that there should be no ceiling 
on the educational opportunities of Americans 
except their individual abilities; and it would 
provide the means to bring that policy closer 
to reality. This is an historic step; and we hope 
it is taken promptly.” Biemiller urged on be- 
half of the AFL-CIO that special encourage- 
ment be given the junior colleges inasmuch as 
these are more accessible to workers’ children. 

Organized labor throughout its history has 
played a constructive role as a champion of 
public education. John Dewey, one of the 
greatest architects of the American educational 
system, said of the labor movement, “There is 
no organization in the United States—I do not 
care what its nature is—that has such a fine 
record in the program of liberal progressive 
education.” 

The Workingmen’s Party in 1829 dreamed 
of a public school system which would “unite 
under the same roof the children of the poor 
man and the rich.” That dream has long ago 


@become our reality. Yet our present schools 


are far from adequate to meet our national 
needs. Organized labor therefore works today 
as it has done in the past to build a school 
system which will help all of our children to a 
fuller and more useful life. 
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It seems to us that the education of our young 
people is a national as well as a state and local 
responsibility, one that has been recognized in 
one way or another since the earliest days of the 
republic. 


sh : Beta teak Ne Gane aa ace 
hs 1 dee Yh eS ah % Pca oe De 
i esas MRS Bed Bice eas sa Cig Persie ee 
es mes ye She cree ~TRUIRS TS “Hal eal me tc a 
aie in a Fsiees fais es a: 
Bape tat esters | aaa RRR SORA A a ane ae 
OEM Bien a EG Wiaaes pata Sly 
’ ca eee 4 ERS era : 
in hy r 
f 1 F 
r fi pany Bs ; 
a: Vy ; ; i 
1: if ¥ 3 
s ee ; 
iain tres 
sane ste 
ey x 
Wa ii Sep 
cia sr 
arom ; 


i f the high school debaters across the nation could be gathered 
® together for their discussion of federal aid to education, the core 
of the problem would be immediately apparent. 


Such a gathering would include students from public high 
schools that more nearly resemble well-endowed colleges, with 
spacious grounds, roomy buildings, laboratories, a wealth of special 
equipment for study or play—and small classes supervised by able, 
unhurried teachers. 


It would also include students who attend classes in shifts, 
crowded elbow to elbow in shabby or even dilapidated buildings; 
who must share their books because there aren’t enough to go 
around, and who have little hope of a personal word from harried, 
overworked and under-trained instructors. 


Most of the group, of course, would fall somewhere between 
these extremes. But it would be obvious that true equality of 
opportunity for education does not exist and that the differences 
are too great to be tolerable in a democratic society. 


We in the labor movement believe it is the responsibility of the 


federal government, as representative of all the pople, to bring 
equal educational opportunity closer to reality. More than that, 
we are convinced that a federal program is the only way in which 
that objective can be achieved. The basis for our position is set 
forth in the following pages. 


There is no longer any debate over the necessity for education in 
a democracy. Only the adequately informed can adequately govern 
themselves. Education is the indispensible basis for human prog- 
ress, not merely in the physical sciences, but in our way of life. 

Organized labor has recognized this from its very beginnings 
in America. Free public schools ranked with higher wages and 
shorter hours as objectives of the pioneer unions in the early 
1800’s. Though these unions were relatively small and weak, they 
played an important part in the gradual establishment and growth 
of free, universal, compulsory education. They established a 
tradition that has been proudly followed by the labor movement, 
throughout its history. 
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It is often forgotten that the federal government has an even 
longer history of supporting education. In 1785—before the adop- 
tion of the Constitution—Congress decreed that one section of 
land in each township in the new western territories must be set 
aside for the endowment of free public schools. This was only the 
first of many federal undertakings. Others included the land grant 
colleges, authorized in Abraham Lincoln’s administration; aid to 
vocational education; the GI Bills after World War II and Korea; 
the assistance to federally impacted school districts; and the 
National Defense Education Act of 1958. 


The real question, therefore, is not whether the federal govern- 
ment properly should have a role in public education; it has 
always had one. The real question is its degree. 


Our system of education has evolved as a partnership of local, 
state and federal forces, and should properly remain so. There is 
virtually unanimous agreement that the control, policies and opera- 
tion of public schools should remain in local hands. Indeed, this 
agreement is so clearly and firmly incorporated into all the pro- 
posed federal legislation that those who continue to raise the point 
are guilty of deliberate obstructionism. But finances are another 
matter. Here we find a very disproportionate distribution of the 
burden among the three partners. 


The U. S. Office of Education estimates that localities—and 
primarily this means local property owners—pay 55 percent of 
the total cost of public schools. The states pay 40.4 percent; the 
federal government pays only 4.6 percent. It seems to us this 
division is manifestly inequitable. And it is this division that leads 
to the tremendous differences in educational opportunity noted 
earlier. 


To be sure, this inequitable distribution of the financial burden 
has always existed. However, we see no justification for perpetuat- 
ing an injustice just because it has suffered for a long time. And 
furthermore, the demands on our school system—not only in size, 
as our population grows, but in range, scope and quality—multiply 
with the years. 


Through most of the 19th Century the simple ability to read, 
write and do sums was looked upon as education enough for the 
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vast majority; and perhaps in these simpler times it was. Early 
in this century a high school diploma was the badge of learning; 
now it is a minimum requirement for all but the most menial jobs. 

Meanwhile, the schools have vastly broadened their curriculums 
to match the ever-growing body of human knowledge and the 
changes in our living and working conditions. 

To keep up with these demands—and this has been only a 
partial description of them—the local property owner has shoul- 
dered a back-breaking tax load. Even this great effort has not been 
enough. Let us see where and to what extent we have fallen short. 


N 
SCHOOL CONSTRUCTION 


Handsome buildings do not guarantee good schooling, but 
obviously there must be enough buildings to house the school pop- 
ulation in safety and reasonable comfort. 


At the start of the 1960-61 school year, there were 1,868,000 
more pupils than we-had room for. The surplus was 122,000 
greater than the previous year. As one result, 685,000 pupils in 
36 states and the District of Columbia were forced into short 
sessions so classrooms could be used on a two-shift or otherwise 
curtailed basis. 


The reason was not a failure to build. We just did not build 
enough. In September 1959, the U. S. Office of Education re- 
ported a shortage of 135,000 classrooms. During that year, 
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69,400 classrooms were opened. Yet in September 1960 the 
shortage had increased to 142,100. Construction failed to keep 
pace with the rise in school population. 

Enrollment in public elementary and high schools went up 
3.2 percent, or 1.1 million, in the 1959-60 school year, for a total 
of 36.6 million pupils. The U. S. Office of Education predicts that 
the total will be 41.9 million by 1965 and 44.3 million by 1970— 
nearly 10 million more than our schools can now hold. 

These estimates are based on the present attendance pattern, 
which shows that a shocking 30 percent of those who enter high 
school drop out before graduation. Educators throughout the 
country are properly planning an intensive effort to reduce this high 
proportion of drop-outs. We hope that effort succeeds; yet it will 
mean a greater enrollment increase than predicted above. 

In short, the current annual rate of less than 70,000 new class- 
rooms a year, while imposing a maximum load on local and state 
taxpayers, is not nearly enough to keep up with the combination 
of more pupils, broader curriculums and the inevitable obsoles- 
cence of buildings. 


{ 
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TEACHERS SALARIES 


Statistics on our shortage of teachers are less precise. One of 
the more reliable estimates was made by the American Federation 
of Teachers, AFL-CIO, which put the figure at 250,000 as of Sep- 
tember 1959. 

We do know that when the 1960 school year started 24,300 
high school teachers and 67,200 elementary school teachers had 
not met the legal measure of competence, the teaching certificate. 
Since quality is even more important than quantity in teachers, 
there is cause for dismay that 91,500 of them, 6.5 percent of our 
teaching force, have only “emergency” certificates that are re- 
issued year after year. 

While our own staffs remain inadequate, we are faced with the 
obligation and opportunity to send teachers overseas. As President 
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fair Profusinal $9,476 


2, Wage-tarmr 56,687 
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Kennedy has pointed out, no American “ambassadors” could do 
more good in the emerging new nations of Asia and Africa than 
able, dedicated teachers. We cannot ignore this problem, yet we 
have too few teachers for ourselves. 


Why is there a teacher shortage? One reason is more important 
than all the others—low salaries. 


Teachers must have at least four years of basic college training; 
many have more. They must be students themselves, keeping 
abreast of changes in educational processes, classroom methods 
and their own particular subjects. Even allowing for the financial 
sacrifices we seem to expect from those who work for the world’s 
improvement, teachers are surely entitled to a standard of living 
that offers something better than subsistence. 

Let’s see what the facts are. 

There’s a highly-respected group at the University of California 
called the Heller Committee for Research in Social Economics. 
The committee has prepared various budgets that would provide a 
“commonly accepted” standard of living for various categories of 
families, using a couple with two children as the basic family size. 
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According to the Heller studies, such a family in the “junior 
professional and executive” class should have an annual income of 
$9,476. 

A wage-earner—in other words, an hourly paid craft or indus- 
trial worker—should have $6,271 a year if he rents his home and 
$6,637 if he is buying it. 

Then there’s the “city worker’s family budget,” calculated by the 
U. S. Department of Labor for a family of the same size. This calls 
for $6,130 a year to assure a “modest but adequate” standard of 
living. 

All the above figures are in terms of 1959 prices. 
What do teachers earn? 


One estimate, by a well-informed private group, puts the average 
at $5,389 for the 1960-61 school year. An Office of Education 
survey for 1957-58 showed $4,702 a year. 


The American Federation of Teachers reports only 21 percent 
of the classroom teachers earn more than $5,000 yearly; 62 percent 
earn between $3,500 and $5,000; and 17 percent actually draw 
less than $3,000 a year. 


It may be true that teachers’ salaries have risen faster than 
workers’ wages since 1950; but the figures just cited suggest very 
strongly that they have not risen fast or far enough. Here again, 
the valiant efforts of localities and states have been inadequate. 
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The dispute over federal aid to education has been intense with 
respect to elementary and high schools. However, we all recognize 
that in today’s world the formal education of an increasing pro- 
portion of our young people must go further. It’s probable that 
most of you who are participating in these debates hope to enter 
college. 

While there are different pressures, different policy considera- 
tions and different principles involved in a federal program to assist 
higher education, the fundamental problem is much the same. 

Here again, luck or accident may outweigh merit in deciding 
whether college training is available to a high school graduate. The 
decision rarely depends upon native ability or earnest application 
alone. The more significant questions include: 

How much money do you have? Are you white or Negro? 
Are you a boy or a girl? In what state or city do you live? What’s 
the scholastic rating of your high school? 

No high school graduate can by his own efforts affect the an- 
swers to such questions; and on their face alone they form a highly 
unsatisfactory basis for selecting those who will become college 
students. 


HIGHER EDUCATION 
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Two recent studies emphasize the shortcomings of this system of 
unnatural selection. One, by Richard G. Axt of the Western 
Interstate Commission for Higher Education, estimated that 
50,000 to 100,000 of the boys and girls who rank in the top 25 
percent of their high school graduating classes each year do not 
continue their schooling. The other, by Charles C. Cole, then of 
Columbia University, found that 60,000 to 100,000 of the upper 
30 percent were kept out of college for financial reasons. 


These totally separate investigations come to the same basic 
conclusion—that about half of the brightest high school graduates 
stop right there, and that financial need is the major reason for this. 

It shouldn’t be necessary to point out that this is a tragic loss by 
any measure. Our country, as leader of the free world in an era 
when freedom is threatened as never before, must enable its best 
young minds to reach their highest development. And regardless 
of external threats, our best young minds deserve that opportunity. 


We believe this problem can properly be attacked on the follow- 
ing three fronts: 
], Federal scholarships. One barrier to deserving students is 
* the high cost of college. Even at a public state university 
the annual costs may exceed $1,700. While many thousands 
of students get by on far less, especially if they are able to 
attend an institution near home, even half of $1,700 a year 
is an insurmountable obstacle to many more. 
There’s a widespread popular belief that a poor, deserving 
student has an excellent chance of winning a scholarship 
that will solve his financial problem. Actually, scholarships 
meet only 5 percent of the total expenses of the college 
population as a whole. While some are generous, their 
average amount is only $145 a year. 


From time to time, Congress has lent a helping hand. Dur- 
ing the 1930’s, hundreds of thousands of students found 
part-time on-campus jobs through the National Youth 
Administration. World War II produced a whole litter of 
educational projects—proving, by the way, that the normal 
processes of higher education were not adequate in that 
time of emergency. 
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Reference has already been made to the GI Bills and the 
National Defense Education Act. The latter deserves an 
additional comment. 


NDEA established a student loan program, limited to 
studies in certain fields. In its first year, 100,000 students in 
1,300 colleges borrowed some $45 million, or about $450 
each. This is impressive evidence of the need. We hope 
the NDEA operation will be continued and broadened, but 
even so, it won’t help a deserving student who can’t afford 
to borrow. 


Therefore, we believe federal aid to education should in- 
clude a system of scholarships for qualified students seeking 
bachelor’s degrees, with no restrictions on their field of 
study and a freedom to attend any accredited institution. 


We believe this country needs to develop its best talents in 
music as well as medicine, in sociology as well as science. 
We also believe each scholarship should be accompanied by 
a federal allowance to the college the student selects. It is 
generally accepted that direct fees from students do not and 
should not be expected to pay the total cost of education. 
Thus, the federal government should help the school as well 
as the scholar. 
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This leads to our second point: 


College staff and facilities. Colleges and universities face 
at least as severe shortages of teachers and classrooms as 
the public schools. Many of this year’s crop of high school 
debaters may have discovered that an academic record that 
would have been more than acceptable in the past is not 
good enough for admission to the institution of their choice. 
Even without the stimulus of a federal scholarship program, 
90,000 more faculty members and administrators will be 
needed by 1969. To recruit and keep them, salaries must 
be raised, according to one estimate, from the present 
$8,600 average to $15,400. Training more professors 
means an expansion of costly graduate programs. 

The U. S. Office of Education predicts an increase of two 
million students by 1970. Presently there is room for only 
200,000 more. In addition, 12 percent of existing college 
buildings are now obsolete and another 9.8 percent are 
approaching that stage. 

Federal aid for enlarging academic facilities is an essential 
supplement to the existing College Housing Act. 


Local colleges. In a vast number of cases, a federal scholar- 
ship to a receptive institution won’t be enough for a needy 
youngster because the cost of room and board will still be 
beyond his means. 

Some areas provide a solution in the form of a reputable 
local college, or several of them. More should do so. Fed- 
eral aid to higher education should include the encourage- 
ment of additional junior colleges and the further extension 
of state university branches in metropolitan areas. Often 
it’s not possible to send the students to the education; the 
education must then be brought to them. 


The preceding summary of our educational needs from primary 
school through college forms the basis for the AFL-CIO’s con- 
viction that the federal government must greatly expand its share 
of the cost. 


At this writing, the President has recommended and Congress 
is considering a variety of bills to that end. Some of them may 
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have been enacted, in one form or another, by the time the high 
school debates get under way. 

It would serve no purpose, therefore, to discuss the specific 
terms of measures that may have been accepted, amended or 
rejected before these words are read. However, the general form 
that federal aid will take—when and if it is increased—is reason- 
ably apparent. 

Proposals to aid elementary and high schools are based on a 
formula calculated according to the resources of the various states. 
Poor states will get a greater allowance per pupil than rich states. 

This is both necessary and proper if our goal is equality of edu- 
cational opportunity for all. The native talents of Mississippi are 
just as precious as those of Connecticut; they should not wither 
because of geographical accident. 

It is sometimes charged that states which spend the least on 
public schools are merely failing to meet their responsibilities. This 
is not generally the case. On the contrary, some of the poorest 
states spend the highest proportion of their per capita income on 
education, though the dollar amount may be low. 

But even if a state has been laggard, its young Americans de- 
serve an equal chance. They should not suffer for the sins of their 
legislature or local school boards. 

All the current legislative proposals also include a safeguard to 
prevent a state from reducing its present efforts upon the receipt 
of federal funds. 

Another safeguard lets the state decide how federal funds should 
be used—that is, for construction or for teachers’ salaries or for 
both. Each state, then, can move against the shortcomings that 
are worst in its own case. 

All the bills specifically forbid any efforts at federal control. 

We will leave it to the opponents of federal aid to state their 
own arguments, but one, perhaps, deserves special notice. Since 
necessary school expansion requires more money, and this money 
must be raised by taxes, why not let each state and locality levy 
its own additional taxes, according to its own needs? 

The disparity of tax resources among the states and the maxi- 
mum burden already borne by local property owners have already 
been noted. There is still another answer. 
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Nearly 60 percent of all state tax revenue comes from sales and 
excise taxes, added to the prices that consumers pay for goods 
and services. By their nature, such taxes impose a proportionately 
greater burden on low income than on high ones. One study, 
several years ago, showed that the average family with an income 
of less than $2,000 a year paid 5.7 percent in state sales and excise 
taxes; the family with an income of $10,000 or more paid only 2.2 
percent. Since many sales taxes have gone up, the difference is 
undoubtedly wider now. 

In contrast, more than 80 percent of all federal tax revenue 
comes from individual and corporation income taxes, applied 
according to the ability to pay. 

Surely the extra taxes needed for our schools should be divided 
according to income, rather than imposed most severely on those 
who earn the least. 


To sum up, there is no real dispute over the proposition that 
America needs more and better schools. What is disputed is the 
need and desirability of greater federal participation in paying for 


them. 


It seems to us that the education of our young people is a 
national as well as a state and local responsibility, one that has 
been recognized in one way or another since the earliest days of the 
republic. 

The special demands of this period in history, when our country 
and all the free nations face challenges fully as severe as those of 
World War II, cannot be emphasized too strongly. We must be 
prepared to meet those challenges for years and probably genera- 
tions to come; and we will need the best we have to succeed. 


However, the need for better schools should not be based too 
greatly upon threats from without. This need must be met as part 
of our own society’s fundamental obligations; as part of our proud 
tradition of equal opportunity, and our endless quest for a better 
life. 

Surely the federal government is not an enemy, an outsider, an 
interloper in this area. The federal government is all of us; and 
all of us have a responsibility for the common good. 
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For Additional Information See AFL-CIO Publications 
No. 121 and No. 123 
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AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS | 


&15 16th Street, N.W., Washington 6, D. C. 
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The problem of how to raise enough money, collect 
it fairly and insure its adequacy where needed most 
so that all American children will enjoy their edu- 
cational birthright has been with us for many years. 

The question is not whether Americans can afford 
the cost of a system of education equal to the chal- 
lenge of our times. Collectively, the people of this 
nation certainly can afford it. 

The real issue is whether responsibility to meet the 
cost should continue to rest almost solely on the 
states and their local school districts, regardless of 
their financial means. Thus, the crux of the question 
is: should the federal government now come to the 
aid of the states and localities to help them meet their 
educational needs? 

To understand why our present method of school 
financing is inadequate we must briefly examine: 

@ 1—Why the historic dependence of public schools 
on local resources—primarily the property tax—is 
now outmoded. 

¢ 2—How the states have been trying to fill the 
financial gap through state “grants-in-aid” for their 
impoverished school districts and by tax sharing, and 
why all states—and particularly the poorer ones— 
are still harassed by insufficient revenue to meet 
soaring educational and other pressing needs despite 
a tremendous postwar rise in their own tax levies. 

© 3—Why most state and local tax levies for 
schools and other purposes are so unfair because 
they impose the heaviest tax burden on families least 
able to bear the load. 


e 4—How, in recognition of the limited financial 
ability of state and local governments, the precedent 
of federally financed grants-in-aid programs has been 
evolving for more than half a century. By these 
grants, the superior tax raising ability of the federal 
government—based largely on levies related to the 
principle of ability to pay—is helping the entire nation 
to raise its minimum standards of many essential 
public services. 


Property Taxes—Outmoded 


Since its inception, public education has been 
financed largely by the local school districts through 
the local property tax. This situation still prevails. 
Although this method of meeting the cost was logical 
in earlier days, it has no justification today. 

When we were predominately an agricultural 
nation, the functions of government were few and 
their costs were slight. Protection of life and prop- 
erty, support for the schools and the building of roads 
were the major public concerns—and the local 
property tax paid most of the bill. 

As long as most Americans were farmers, the 
property tax seemed fair enough as the major public 
revenue source and it raised enough money to meet 
most local and state needs. In those days a family’s 
ownership of land pretty well reflected its wealth and 
income. Thus, a levy on “property” was considered 
a fair yardstick by which to measure comparative 
ability to contribute to public revenue needs. 
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What is more, property tax rates were generally 
low because public costs were low. Back in 1890, for 
example, one-third of all children did not attend 
school at all and the remaining two-thirds spent only 
an average of 86 days in a classroom. Education of 
this kind was, indeed, a low-cost public service. 

Even as late as 1913, the combined outlays of all 
our governments—federal, state and local—amounted 
to less than $3 billion and almost two-thirds of the 
total was raised and spent by local governments. 

As the country became more industrialized and 
urbanized, however, public service needs began to 
multiply and the property tax became a less and less 
adequate method of meeting the rising cost. 

In the first place, in an increasingly interdependent 
society, health, recreation, sanitation, welfare, and a 
host of other new service needs emerged in addition 
to the older ones that governments had met. Further- 
more, as young people faced the necessity of grappling 
with new and more complex problems, the cost of 
education, particularly, began to mount rapidly. 


States Try to Fill the Gap 


It was not until the crisis of the Great Depression 
of the Thirties—when hundreds of local governments 
could no longer pay their bills—that the states be- 
latedly began to help meet unbearable local school 
and other costs. 


First, the states began to relinquish most of their 
own levies on property in order to leave this out- 
moded revenue device almost exclusively for local 
needs. Today, the states raise less than 4 percent of 
their total tax collections from property taxes. 


To finance their own rising costs, the states gradu- 
ally enacted new taxes and license charges of their 
own—on motor fuels, tobacco, alcoholic beverages, 
general retail sales, motor vehicles, individual and 
corporate income, and a score of other levies. Un- 
fortunately, most of this new tax burden fell on con- 
sumers without reference to their ability to pay and, 
today, general and selective state levies on sales 
account for more than 58 percent of all the tax 
collections of the states. 


Nevertheless, these new state revenue sources made 
it possible to aid the local school districts in an addi- 
tional and direct way. Gradually laws have been 
enacted through which state-coliected taxes are shared 
with local governments, particularly the poorer school 
districts, to help them maintain minimum educational 
standards. These state “grants-in-aid” to the localities 
are generally called “school equalization” programs, 
and they constitute an important forward step towards 


_ = 
Concurrently, as people moved off the land and a 
changed their way of life, the income of more and 
more families began to come from wages, salaries, : 
dividends and interest instead of from farming. As a 
consequence, the traditional levy on property ceased 
to reflect a realistic charge against “income”— the 
' only ultimate criteria of the ability to bear taxes. 
Despite all this, the property tax continued to bear 
most of the burden of both local and state public 


fulfillment of the ultimate goal of a minimum educa- 
tional opportunity for all American children. 

Today, America’s outlay for elementary and sec- 
ondary public education exceeds $15 billion and the 
states finance—40 percent of the cost. Nonetheless, 
even the emergence of this local-state educational 
partnership did not resolve the financial crisis which 
still confronts the schools and which will become even 
more acute in the years that lie ahead. 
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The Growing State and Local Tax Burden 


To understand why this crisis persists even though 
the states and localities are spending so much more 
for their schools, it must be realized that: 

1—Although state and local taxing and borrowing 
are skyrocketing, they can hardly keep up with soaring 
public service needs. 

2—So much of the state and local tax burden is 
already being placed on moderate and low-income 
families, we are approaching the limit of what these 
families will be willing and able to bear. 

3—Because of low income, the people who live in 
our poorer states simply cannot adequately raise 
school standards even though their tax effort is often 
of heroic proportions. 

Most Americans have had their eyes so firmly 
riveted on Washington, they fail to realize how much 
of the financing of civilian public services is being 
shouldered by the states and localities themselves. 

In an effort to catch up with unmet public needs 
that accumulated during the depression and World 
War II, «s well as staggering newer ones, the states 
and localities increased their own tax collections from 
about $13 billion in 1948 to over $35 billion in 1960, 
a rise of 170 percent. 

Actually, they have been spending far more than 
their tax income and much of the difference is being 
made up by borrowing. While back in 1948, state and 
local debt totaled less than $19 billion, by 1960 it 
had seared to $68 billion. This is a rise of 260 per- 
cent in indebtedness. 
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The borrowing of America’s school districts has 
been going up even faster. Since 1948, their indebted- 
ness has skyrocketed from less than $3 billion to $15 
billion in 1960; an increase of 475 percent. 

Not only are the states and their subdivisions con- 
stantly increasing taxes and plunging ever deeper into 
debt, they actually are shouldering more than two- 
thirds of the cost of all civilian public services in the 
United States. 

Although in 1960 Uncle Sam was collecting more 
than. two tax dollars for every one levied by the states 
and localities, nearly 80 percent of the $78 billion 
that was federally collected went to meet the cost of 
past wars and to prevent future ones. Major national 
security outlays took $46 billion; international affairs, 
$2 billion; veterans benefits, $5 billion; interest on the 
national debt—mostly war incurred—$9 billion.* 

After all these war-related costs were paid, the 
federal government spent less than $16 billion from 
its taxes for purely civilian services as compared to 
the $35 billion collected and spent by the states and 
localities themselves. 

In the face of the burgeoning cost of local schools, 
the added requirements of institutions of higher learn- 
ing—for which the states and localities alone spent 
$3 billion in 1959—and rising demands for health 
and recreational services, water and sewerage im- 
provement, urban renewal, metropolitan transporta- 
tion, public welfare and much more, state and local 
taxes inevitably keep going up and up. This year they 
will yield about $3 billion more than in 1960, but 
* collections like 


* The a billion bs gee fax fotal excludes ‘ 
social security. @ detailed breakdown of expenditure in 1960, see 
1962) ‘Federal Wodest \e Brief," Executive Office of the President. 


even that won’t be enough. State and local debt is 
expected to rise $5 billion to $6 billion higher!! 

By 1970 the annual outlay required for local 
schools alone will be $30 billion, the President’s Com- 
mission on National Goals reports. And, by then, 
total state and local outlays may well reach $86 
billion, according to projections of the National Plan- 
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WHAT THEY PAID THEIR SHARE OF 


Source: U. S. Bureau of the Census * Excludes Veteran and Defense Related Outlays 
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ning Association. Of course, revenue from existing 
taxes will go up as national income rises. Nonethe- 
less, public needs will rise so fast, the states and 
localities will be forced to seek additional sources of 
revenue in their attempt to meet them. 


State and Local Taxes Mostly Regressive 


At its most recent convention, the AFL-CIO sur- 
veyed the growing revenue needs of state and local 
governments and declared: 


“Throughout the nation, AFL-CIO supports the 
effort to raise state and local revenue because we 
recognize that public services must be improved 
and that all public employees have a right to enjoy 
an American standard of living. Members of the 
trade union movement already pay a major share 
of all taxes, and we are willing to meet our re- 
gpg in the future. However, it is necessary 

t our rising public revenue needs be met in a 
manner which is fair and equitable.” 
Unfortunately, all localities and most of the states 

impose the heaviest tax burden on families who are 
least able to pay. 


In 1960, as we have seen, over 58 percent of all 
state tax revenue came from consumer levies such as 
retail sales taxes (generally applied even to food and 
clothing) and selective excises (like those imposed on 
cigarettes and gasoline). 

All sales taxes are insidiously regressive because 
the neediest are the prime victims. Regardless of a 
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family’s means or size, no exemption from this tax 
(not even for the indigent, aged and unemployed) is 
allowed. Furthermore, under most sales taxes the 
purchase of “services”—to which the well-off devote 
proportionately more of their income—is not taxed at 
all, and income that is saved escapes this tax entirely. 
Finally, the flat sales tax rate (in some states already 
4 percent or more) ignores completely the concept 
of tax rate increases related to ability to pay. 

Actually, only 19 percent of state tax revenue in 
1960 came from progressive income taxes levied 
against individual income and corporation profits on 
the basis of ability to pay. 

The local property tax—with its flat rate and heavy 
impact on moderate and low-income homeowners— 
still finances 85 percent of local government expendi- 
tures. As we have seen, it is completely divorced from 


the concept of tax equity. Even worse, more and 
more municipalities are now resorting to local sales 
tax levies and the vicious “payroll” tax—which must 
not be confused with a genuine progressive income 
tax.* 


By way of comparison, in 1960 the federal gov- 
ernment raised 80 percent of its revenue from 
progressive income taxes levied on individuals and 
corporation profits, and only 12 percent came from 
regressive sales taxes levied on consumers. 


Thus, there can be little doubt that much of the 
clamor about “states rights” and opposition to federal 
aid for education reflects recognition by special inter- 


* For a detciled sen, < of these various ftexes and their impact on 
differing income groups State and Local Taxes—A Handbook on 
Problems ond Solutions, AFL-C1O Publication No. 80. 


WHERE TAX REVENUES CAME FROM IN 1960 _ 
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ests that tax dollars collected by Washington are more 
costly to wealthy individuals and corporations. Taxes 
raised “at home,” on the other hand, are far more 
considerate of those who are most able to pay. 
Although unfortunate loopholes still plague the fed- 
eral tax system, it is much fairer than the levies of 
the states and localities. 

A few more words are in order about the failure 
to gear state and local levies more generally in the 
direction of ability-to-pay. 

In the first place, it could be done. Fifteen states 
still levy no general sales tax on their people, while 7 
now raise 35 percent or more of their tax revenue 
from progressive levies based on income. The re- 
gressive nature of most state and all local tax systems, 
however, largely reflects the control of unrepresenta- 
tive and reactionary minorities over almost all state 
governments. Until state legislatures are properly 
redistricted, there is great danger that even more 
regressive levies will be imposed as state and local 
revenue needs mount. 

What is more, even if state legislators would 
genuinely seek a fairer tax contribution from cor- 
porate enterprise to help support the schools, very real 
obstacles remain: 

Today, business wealth is very highly concentrated. 
In 1960, according to Fortune Magazine, our 500 
largest industrial giants accounted for over half of the 
nation’s manufacturing and mining output and they 
garnered 72 percent of the total profits. Although 
182 million of us who live in every town and state 


are the customers of these giants and contribute sub- 
stantially to their well-being, whatever state and local 
taxes they pay go almost solely to the favored com- 
munities and states in which their productive facilities 
happen to be located. 

Moreover, even the states and localities with big 
businesses in their jurisdictions that seek a fairer tax 
contribution from them are subjected to powerful 
restraints. Too often those who write the tax laws 
are not too subtly reminded that plants and jobs can 
be moved elsewhere—to other places where the 
“business climate” is viewed to be more “favorable”. 

Thus, it is increasingly evident that if the corporate 
giants are to contribute a fair tax share to the main- 
tenance of state and local public services and if this 
share is to be equitably distributed, the Federal role 
as tax collector and dispenser of Federal grants-in-aid 
for education and other purposes must grow. 


Poorer States—Richer States 


Whether state and local taxes are fairly levied or 
not—and mostly they are not—the fact remains that 
poverty stricken school districts still exist in every 
state and most states simply do not have the tax 
resources to adequately aid them. 

It must not be assumed, however, that low edu- 
cational outlays within a state reflect the absence of a 
substantial effort to raise them. On the contrary, 
many of the states with the poorest schools are making 
a very substantial tax effort in order to improve them. 
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Low income is the major factor that accounts for 
substandard educational levels within a state. For 
example, throughout the United States the average 
per capita local-state outlay for primary and high 
schools was $80 in 1959. In our five wealthiest 
states—Delaware, Connecticut, Nevada, California, 
and New York—the outlay averaged $101. On the 
other hand, in the five poorest—Mississippi, Arkansas, 
Alabama, South Carolina and South Dakota—the 
average was only $57, barely half as much. Poverty 
and poor schools clearly walk hand in hand. 


However, when it comes to personal sacrifice in 
order to improve the schools, the facts reveal that 
some of our lowest income states are making a truly 
heroic effert. 

For example, per capita income in South Dakota 
was only half of Delaware’s, our richest state. In 
Mississippi, our poorest, it was far less. While Dela- 
ware spent $126 per capita for its local schools in 
1959, South Dakota spent $70 and the outlay in 
Mississippi was less than $59. 

But note this record for effort in relation to avail- 
able income: While the average American paid $8.50 
out of each $100 of his personal income in state and 
local taxes in 1959, the average outlay in Mississippi 
was $10.60, and in South Dakota it was $12.30. In 
contrast, the tax burden in wealthy Delaware was less 
than $6.50. 


Although the principle of equity dictates that the 
tax burden of the low income groups should be the 
lightest, the citizens of some of our lowest income 
states now shoulder the highest state and local tax 
burdens in the nation. Yet, despite their unequal 
sacrifice, children who live in these states still attend 
tragically substandard schools. 

Is it not time, then, for the federal government to 
assume some responsibility to assist in meeting the 
educational burdens of the states—and particularly 
of the poorer ones—just as the states themselves have 
undertaken to help their own poorest school districts 
through equalization grants-in-aid? 
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The Inevitable Federal Roie 


Federal grants-in-aid have had a long tradition in 
American inter-governmental relations. The earliest 
grants were specifically geared to aiding education. 
As far back as the Ordinance of 1785, Congress dedi- 
cated a section of every township in the federal 
domain for the maintenance of public schools, and the 
Morrill Act of 1862 allocated federal land to the 
states to establish and maintain the “land-grant” 
colleges. 

The passage of the Smith-Lever Act of 1914—to 
help provide for agricultural extension work-—is re- 
garded as the beginning of the modern federal grant 
period. New features, including an apportionment-of- 
funds formula and the necessity for state matching, 
were introduced and became part of the much larger 


and public health, vocational education and rehabilita- 
tion, child welfare, civilian defense, flood control, 


and for more than a score of other special purposes. 
_ Today, these federal grants to the states and 


Two major purposes have prompted the Congress 
to initiate these federal aid programs: 

First, through the inducement of matching funds 
they stimulate the states and localities to initiate or 
expand certain services which the Congress views to 
be vitally important to the welfare of the nation as a 
whole. 

Secondly, because of the differing financial capaci- 
ties of the states, they particularly help the poorer 
ones to maintain public services which could not be 
financed from their own resources alone. 

Opponents of federal grants sometimes argue that 
they sound the death knell of state and local initiative. 
Actually, the opposite is true. Although, properly, 
some federal standards must apply when federal funds 
are spent, federal financial aid has preserved and 
expanded the ability of state and local governments 
to perform traditional and new functions. Federal 
grants have helped to spur—not hinder— initiative at 
the local levels. 

Others argue that money collected by Washington 
and then returned, is wasted needlessly. However, the 
Subcommittee on Intergovernmental Relations of the 
House of Representatives has this to say: 

“The charge that federal administrative expenses 
are excessive in grant programs is not supported 
by the evidence. The subcommittee has examined 
the acm administrative costs ro ght 

ve programs—the 

chatgen:® as they have been called—and finds them 

a surprisingly small percentage of total grant 

programs.” 


* See the Thirtieth Report of the Committee on Government Operations, 
August 8, 1958, page 48. 


’ ederal grant highway program established three years wr 
- later. al 
: Over the decades that followed, the Congress has — 
initiated federal grant programs for public assistance - 
housing and urban renewal, school aid for federally 
. affected areas, airport construction, school lunches 
the largest share) and the financing of many vital 
state and local services would simply be impossible , 
without them. =e 
Ww 


Still others accept the principle of federal aid but 
insist that is should be in the form of a rebate to each 
state of a flat percentage of federal income or other 
taxes collected from each state. 

While this proposal would relieve some of the 
revenue problems of all of the states, it would simply 
make the rich states richer while hardly helping the 
low-income states at all. [This proposal would give 
least help to states like Mississippi and South Dakota 
where the need is greatest, and most to states like 
Delaware and New York who need it least. What is 
more, the authors of this idea do not even guarantee 
that the rebate would be used for education.] 

The time has come to elevate school standards 
through federal grants related to the school population 
and income levels of the various states. Furthermore, 
such a program should include guarantees that federal 
aid will supplement and not supplant what is already 
being spent by the states and localities themselves. 

In the face of the soaring public service require- 
ments which lie ahead, federal school aid will hardly 
diminish the revenue raising and other responsibilities 
that continue to confront our state and local govern- 
ments. 

While trade unionists will continue to seek the 
increased use of progressive taxes wherever possible 
and improvement in the administration and equity of 
taxes already on the books, we readily accept our full 
share of the burden of all taxes that are levied fairly. 
Moreover, the AFL-CIO has, and will continue to 
support legitimate economies that can be achieved 


through school district consolidation and by other 
means. Furthermore, we seek to increase the effi- 
ciency and democracy of state governments through 
appropriate legislative redistricting. Our over-all ob- 
jective is to strengthen the ability of the states and 
localities to effectively fulfill their responsibilities and 
not to allow these functions to be transferred to 
Washington by needless default. 

Finally, we believe the willingness of the American 
people to bear the higher costs of improved schools 
will be better sustained through federal aid. Besides 
the satisfaction of knowing that more of their tax 
dollars will go to help those children who need help 
most, the use of federal tax dollars to support local 
schools will bring more equity into the over-all Amer- 
ican tax system. With increased federal participation, 
the giant corporation, the wealthy and the moderate 
income family will all add to their contribution for the 
improvement of America’s schools—but more nearly 
on the basis of ability to pay. 
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Automation has become today’s word for 
technological change —in particular, those 
changes that replace men with machines. 


Such changes are not new in themselves. 
They began with the introduction of power- 
operated factory machinery more than a 
century ago—the start of the industrial revolu- 
tion. 


From the beginning, technological develop- 
ments have brought problems as well as 
progresss, fear as well as hope. In England’s 
textile centers in the early 1800’s, there was 
even a worker group, called the Luddites, that 
vainly and foolishly sought to’ protect job 
security by smashing the new looms and 
spinning-frames after they were installed. Their 
fears were real enough. Their remedy was not. 


Yet, even though automation is in one sense 
only an extension of the industrial revolution 
to new frontiers, it is in many respects more 
frightening to wage-earners. There are several 
reasons: 


1. The nature of the equipment itself. 


The original machines were recognizable as 
tools. They used electric, steam or water power 
instead of human muscle; they ran much faster 
and turned out much more goods, but what 
they did was understandable enough. 


In contrast, many of the new devices impress 
the average person as almost superhuman. 
They are not just monster tools; they operate 
those tools. They seem to think for themselves; 
they raise the specter of the one-man factory, 
and indeed have approached that end in oil 
refineries and telephone exchanges. 


2. The change in skill required of workers. 


Until the end of World War II, nearly all 
technological changes reduced the amount of 
skill and training required of production work- 
ers. Machine precision replaced individual 
craftsmanship. Because so much more goods 
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staggering—even a fantastic—obligation. 


Automation adds to this obligation because 
its primary goal is the replacement of people— 
the substitution of almost-infallible machines 
for fallible human beings. 


Automation offers the prospect of production 
without people—the provision of goods and 
services with a minimum of human participa- 
tion. 


In theory, such a result would fulfill the 
dreams (or nightmares) of a whole array of 
“world of tomorrow” novelists. In theory, we 
could all enjoy a life without toil, free to devote 
ourselves to the leisurely pursuit of happiness. 
But we all know that theory is not the same 
as fact. 


To reach the Utopia that, in a technical 
sense, seems only a few steps away, our society 
must be able to consume what it produces. 
That means we must somehow devise a way to 
adjust to automation; to assure full employment 
in an era of expanding population and manhour 
productivity. It is not too much to say that 
this is a challenge to the future of our civiliza- 
tion itself. 


How is this challenge to be met? 


There is no single answer; but some 
essentials to a solution should be apparent. 


First, we must have a healthy, growing 
economy. This can be brought about only 
through vigorous, far-reaching leadership by 
the Federal Government. 


Such leadership must take many forms. We 
in the AFL-CIO have made clear our con- 
viction that federal action is essential to raise 
and extend the minimum wage still further; 
accelerate public and private housing, re- 
develop our cities, reinvigorate our public 
school system, create a sensible network of 
mass transportation, protect the aged from 
catastrophic medical costs, etc. 
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All these would contribute to both economic 
growth and the general welfare. In addition, 
several other steps that have a direct bearing 
on the results of automation are required. 


Adequate, uniform standards must be set 
up for the state-federal unemployment com- 
pensation system. 


Technical and vocational retraining should 
be made available to displaced workers. Either 
through collective bargaining or a government 
plan, they should be assured of a subsistence 
income during that period. 


A study should be begun at once to devise 
a workable plan for a gradual reduction in the 
standard work-week with no loss in takehome 
pay. 

Second and equally important to these gov- 
ernment actions is the need for truly intelligent, 
statesmanlike collective bargaining. 


Each automated installation poses immediate 
problems—plant by plant, industry by industry 
—which must be met on the scene, by specific 
plans carefully tailored to the specific circum- 


stances. 


Fullest advance notice of the impending 
change is the first requisite. This can mini- 
mize hardship by allowing time for attrition 
to reduce the size of the work-force for retrain- 
ing workers and for establishing fair and 
orderly procedures on layoffs, transfers, 
changes in job classifications, etc. 


Financial cushions in addition to unemploy- 
ment benefits can and should be provided for 
workers who lose their jobs through auto- 
mation. Supplementary unemployment benefits 
(SUB) and severance pay are two examples. 


Where automation involves moving a plant 
or a department to a new location, workers 
should be offered the opportunity, on a 
seniority basis, to move with their jobs, with 
costs borne by the employer. 


Older workers offer a special problem. 
Efforts must be made to find suitable places 
for them. Pension plans may have to be 
changed to provide the opportunity for early 
retirement. 


- ses 
he See 
oa Mes 
fey ieee 
ee . 

i ; 

ee 

* 3 
j 
ee 
Lee eee 
Sa ae shepe © 
. ee 7 
« 

? ait Lag 
eed Pea oS 
“he aN eegice 
7 oie de z ze uae 


Another desirable goal is a revision of 
pension plans to permit pension rights to be 
transferred from one company to another with- 
in an industry or geographical area. This would 
add to workers’ mobility without stripping them 
of credits for past service. 


Obviously, when automation drastically 
alters job content, new wage and rate schedules 
must be established. The only equitable method 
of doing this is through collective bargaining, 
based on full disclosure of all the facts. 


Third, local communities where automation 
will affect employment should be alerted in 
advance. While the federal and state programs 
previously mentioned can do much to alleviate 
distress, an energetic and informed community 
leadership and community planning are 
essential to avert it. 


This brief discussion does not pretend to bé 
a blueprint for coping with automation. Its aim 
is twofold: First,‘to make clear the gravity of 
the problem; and second, to indicate that it 
is not insoluble. 


America needs the benefits of automation. 
It can strengthen our national defense; insure 
the more efficient production of goods; enhance 
our ability to assist the peoples of less-de- 
veloped nations; ease the physical burdens on 
labor, and promote a richer, more rewarding 
life for all. 


But automation’s benefits will not be them- 
selves automatic. They demand a high degree 
of human wisdom and human cooperation. 


Organized labor insists that rapid tech- 
nological change must not be at the expense 
of workers and the community. Government 
and business must assume their responsibilities 
to minimize social dislocations and prevent dis- 
tress by providing the cushions needed during 
periods of change. No other course is tolerable 
in a humane and democratic society. 
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Automation has become today’s word for 
technological change —in particular, those 
changes that replace men with machines. 


Such changes are not new in themselves. 
They began with the introduction of power- 
operated factory machinery more than a 
century ago—the start of the industrial revolu- 
tion. 


From the beginning, technological develop- 
ments have brought problems as well as 
progresss, fear as well as hope. In England’s 
textile centers in the early 1800’s, there was 
even a worker group, called the Luddites, that 
vainly and foolishly sought to’ protect job 
security by smashing the new looms and 
spinning-frames after they were installed. Their 
fears were real enough. Their remedy was not. 


Yet, even though automation is in one sense 
only an extension of ‘the industrial revolution 


to new frontiers, it is in many respects more 
frightening to wage-earners. There are several 
reasons: 


1. The nature of the equipment itself. 


The original machines were recognizable as 
tools. They used electric, steam or water power 
instead of human muscle; they ran much faster 
and turned out much more goods, but what 
they did was understandable enough. 


In contrast, many of the new devices impress 
the average person as almost superhuman. 
They are not just monster tools; they operate 
those tools. They seem to think for themselves; 
they raise the specter of the one-man factory, 
and indeed have approached that end in oil 
refineries and telephone exchanges. 


2. The change in skill required of workers. 


Until the end of World War II, nearly all 
technological changes reduced the amount of 
skill and training required of production work- 
ers. Machine precision replaced individual 
craftsmanship. Because so much more goods 
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could be produced so much cheaper, the ulti- 
mate result was the creation of many un- 
skilled and semi-skilled jobs. The displaced 
artisan might find these jobs tedious and un- 
rewarding, but they were well within his 
ability. 


Automation, on the contrary, replaces many 
unskilled or semi-skilled workers with a hand- 
ful of highly-trained technicians. Only a few 
maintenance men, machine tenders, sweepers, 
etc., are required. The displaced workers in 
most instances could not perform the new, 
higher-skilled jobs—even the few available— 
without retraining, for which a great number 
are unequipped because of age or inadequate 
education. 


In the process of change, many semi-skilled 
workers and some skilled workers as well, face 
the danger of downgrading as their skills be- 
come obsolete. 


3. The change in the general job outlook. 


While the Luddites and others understand- 
ably did not foresee it, the original industrial 
revolution eventually created many more jobs 
than it destroyed. The whole shape of our 
society has been changed. People did get hurt 
in the process. The same degree of injury to 
an equivalent number might well be intolerable 
in the more complex society of today. Yet the 
ultimate result of the industrial revolution was 
vast material and social benefit to the over- 
whelming majority of our people. 


A contributing reason for this outcome was 
that the industrial revolution took place at a 
time when the United States was expanding its 
borders and when Americans were moving into 
new, rich, virtually-unoccupied lands in the 
West. There was more than enough work for 
our rapidly-growing population; there was an 
ample market for the products of industry. 
Here again, there were painful dislocations. 
There were periodic depressions —in the 
language of the day, “panics.” There was 
genuine distress among workers, but gradually 
there was an adjustment to the spread of the 
industrial revolution since—under the special 
circumstances that prevailed in America—there 
was a shortage rather than a surplus of both 


manpower and industrial capacity. 


Today we see a different picture. There has 
been a steady increase in what is called 
“normal” unemployment, even in prosperous 
times. The number of jobless has risen from 
1.9 million in 1953 to about four million in 
1960, and is still going up. Much of our basic 
industrial capacity operates only part-time. In 
the next decade we will have an explosive in- 
crease in our national work-force as the 
products of the “baby boom” that started with 
World War II come of age. 


The dimensions of the problem emerge most 
dramatically when we consider what we would 
face even if automation and all other forms 
of labor-saving changes were frozen right 
where they are today. 


During the 1950’s the average net increase 
in our work-force—the number of people seek- 
ing employment—was less than 800,000 a 
year. During the 1960’s the average net in- 
crease will be almost 1.4 million a year. 


This means we will need to create 25,000 
new jobs every week during the next ten years 
in order to absorb these additional workers. 
Yet for the last eight years we have not been 
able to create even the 15,000 jobs a week 
that would have absorbed the smaller increase 
in job-seekers. 


These are grim figures in themselves; and 
they do not take into account the effects of 
automation. 


This is not the place to inject all the learned 
findings of the scientists and statisticians. When 
they are boiled down to human terms, they 
indicate that technological progress—paced by 
automation—will eliminate about 50,000 jobs 
a week in the ten years ahead. 


Moreover, this shrinkage will not be confined 
to the production-lines of industry. It will have 
as sharp an effect in white-collar and service 
jobs, the traditional refuge of displaced indus- 
trial workers. 


Adding up, we will need to create some 
75,000 jobs every week of the year for the next 
ten years to keep America at work. This is a 
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All these would contribute to both economic 
growth and the general welfare. In addition, 
several other steps that have a direct bearing 
on the results of automation are required. 


Adequate, uniform standards must be set 
up for the state-federal unemployment com- 
pensation system. 


Technical and vocational retraining should 
be made available to displaced workers. Either 
through collective bargaining or a government 
plan, they should be assured of a subsistence 
income during that period. 


A study should be begun at once to devise 
a workable plan for a gradual reduction in the 
standard work-week with no loss in takehome 
pay. 

Second and equally important to these gov- 
ernment actions is the need for truly intelligent, 
statesmanlike collective bargaining. 


Each automated installation poses immediate 
problems—plant by plant, industry by industry 
—which must be met on the scene, by specific 
plans carefully tailored to the specific circum- 
stances. 


Fullest advance notice of the impending 
change is the first requisite. This can mini- 
mize hardship by allowing time for attrition 
to reduce the size of the work-force for retrain- 
ing workers and for establishing fair and 
orderly procedures on layoffs, transfers, 
changes in job classifications, etc. 


Financial cushions in addition to unemploy- 
ment benefits can and should be provided for 
workers who lose their jobs through auto- 
mation. Supplementary unemployment benefits 
(SUB) and severance pay are two examples. 


Where automation involves moving a plant 
or a department to a new location, workers 
should be offered the opportunity, on a 
seniority basis, to move with their jobs, with 
costs borne by the employer. 


Older workers offer a special problem. 
Efforts must be made to find suitable places 
for them. Pension plans may have to be 
changed to provide the opportunity for early 
retirement. 


Be ‘ 


staggering—even a fantastic—obligation. 


Automation adds to this obligation because 
its primary goal is the replacement of people— 
the substitution of almost-infallible machines 
for fallible human beings. 


Automation offers the prospect of production 
without people—the provision of goods and 
services with a minimum of human participa- 
tion. 


In theory, such a result would fulfill the 
dreams (or nightmares) of a whole array of 
“world of tomorrow” novelists. In theory, we 
could all enjoy a life without toil, free to devote 
ourselves to the leisurely pursuit of happiness. 
But we all know that theory is not the same 
as fact. 


To reach the Utopia that, in a technical 
sense, seems only a few steps away, our society 
must be able to consume what it produces. 
That means we must somehow devise a way to 
adjust to automation; to assure full employment 
in an era of expanding population and manhour 
productivity. It is not too much to say that 
this is a challenge to the future of our civiliza- 
tion itself. 


How is this challenge to be met? 


There is no single answer; but some 
essentials to a solution should be apparent. 


First, we must have a healthy, growing 
economy. This can be brought about only 
through vigorous, far-reaching leadership by 
the Federal Government. 


Such leadership must take many forms. We 
in the AFL-CIO have made clear our con- 
viction that federal action is essential to raise 
and extend the minimum wage still further; 
accelerate public and private housing, re- 
develop our cities, reinvigorate our public 
school system, create a sensible network of 
mass transportation, protect the aged from 
catastrophic medical costs, etc. 
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Another desirable goal is a revision of 
pension plans to permit pension rights to be 
transferred from one company to another with- 
in an industry or geographical area. This would 
add to workers’ mobility without stripping them 
of credits for past service. 


Obviously, when automation drastically 
alters job content, new wage and rate schedules 
must be established. The only equitable method 
of doing this is through collective bargaining, 
based on full disclosure of all the facts. 


Third, local communities where automation 
will affect employment should be alerted in 
advance. While the federal and state programs 
previously mentioned can do much to alleviate 
distress, an energetic and informed community 
leadership and community planning are 
essential to avert it. 


This brief discussion does not pretend to bé 
a blueprint for coping with automation. Its aim 
is twofold: First,‘to make clear the gravity of 
the problem; and second, to indicate that it 
is not insoluble. 


America needs the benefits of automation. 
It can strengthen our national defense; insure 
the more efficient production of goods; enhance 
our ability to assist the peoples of less-de- 
veloped nations; ease the physical burdens on 
labor, and promote a richer, more rewarding 
life for all. 


But automation’s benefits will not be them- 
selves automatic. They demand a high degree 
of human wisdom and human cooperation. 


Organized labor insists that rapid tech- 
nological change must not be at the expense 
of workers and the community. Government 
and business must assume their responsibilities 
to minimize social dislocations and prevent dis- 
tress by providing the cushions needed during 
periods of change. No other course is tolerable 
in a humane and democratic society. 
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Statement of AFL-CIO President George Meany on 
H.R. 4222 before the House Ways and Means 
Committee, july 27 1961. 
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Ee FoR THE AFL-CIO appear before 
Congressional committees on many matters pertain- 
ing to both foreign and domestic affairs. All of 
these matters are important, not only to our own 
members but to our country. All of these matters— 
the growth of our economy, the shape and size of 
our foreign aid program, the education of our 
children and so on—affect the present and future 
well-being of our people. 

Yet the issue of old age medical care has such 
a direct and immediate impact upon human lives 
that it has a special meaning to an organization like 
ours, which exists solely for the purpose of im- 
proving the lot of people. This is an issue that 
literally involves the difference between constant 
peril and peace of mind; between humiliation and 
dignity; between pauperism and true _ social 
security, not in broad, general terms, but for 
millions of individuals, one by one. 

Actually, the matter now in dispute is simple 
and straightforward. It could be stated this way: 
Should our social security system, that already 
protects the aged against total loss of income in 
their years of retirement, also protect them against 
medical catastrophe? 

To reach a decision, it seems to me, we need to 
ask ourselves only three questions. 


First, is there a problem? 


Second, if there is a problem, are other effective 
remedies available? 


Third, if no other effective remedies are available, is 
the current plan, embodied in this bill, sound and workable? 
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Before I offer our answers to these three ques- 
tions, let’s see how they have been answered over 
the last few years by opponents of the social 
security approach. They began by insisting that 
no problem existed. Driven from that position by 
the sheer force of fact, they next argued that the 
problem had been solved by an expansion of 
old-age assistance. They still maintain a token re- 
sistance on that front, but their major forces are 
now deployed along the line that the social security 
approach is “socialized medicine” and a threat to 
American liberty. 

To say the least, the opposition arguments have 
been extremely fluid. This may be appropriate in 
a debating society, where sides are chosen by lot 
and where tactical skill is the primary considera- 
tion. I doubt whether they are appropriate to the 
sober consideration of an important national issue. 
In any case, we will not respond in kind. 

Now let’s examine the three basic questions them- 
selves. 


The first, “Is there a problem?”—no longer requires 
an extensive answer. Experts in both the present 
and previous Administrations have confirmed what 
we in the labor movement have known all along— 
that medical costs have destroyed the hard-earned 
economic security of many retired persons and have 
imposed tremendous burdens upon their children. 

There was to begin with a very comprehensive 
report delivered to the House Ways and Means 
committee by the then Secretary of HEW, Arthur 
Flemming, which found that three out of four aged 
persons would be able to “prove need in relation 
to hospital costs.” Since the official position of the 
previous Administration was in opposition to the 
kind of legislation you are now considering, Sec- 
retary Flemming could not state the conclusion 
that his own report showed was inevitable. But the 
prompt denunciation of the report by the Ameri- 
can Medical Association revealed that those gentle- 
men knew what the unstated conclusion had to be. 

Then in early January 1961 we had the White 
House Conference on Aging. This conference 
climaxed nearly two years of planning and of state 
and area conferences. The problem financing 
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edical care was assigned to the Section on Income 
Maintenance. This section was chaired by the Dean 
of the School of Social Works at Brandeis Uni- 
versity, the former Coinmissioner of Social Security 
in the Eisenhower Administration. The majority 
report of this section, a report which was later 
received by the entire conference to be made a part 
of the conference report, had this to say, in part: 


“The problem of furnishing an adequate level 
of high quality health care for the aged is so 
large and so complex that its solution will 
require the use of a variety of approaches, 
including individual and jamily resources, 
voluntary health insurance, industrial pro- 
grams, social security, public assistance, and 
a variety of other programs. 


“Present federal legislation providing govern- 
mental aid for recipients of public assistance 
and for the medically indigent is desirable 
and should be strengthened so as to provide a 
high-quality health care program. The states 
are urged to take full advantage of this legis- 


ton. 


“Private voluntary effort and public assistance 
can contribute much to the solution of the 
problem of health care for the aged. However, 
they will continue to fall short of meeting the 
basic medical care needs of the aged as a 
whole. The majority of the delegates of Sec- 
tion 2 (by a vote of 170 to 99) believe that 
the social security mechanism should be the 
basic means of financing health care for the 
aged.” 


And at this same conference, still another former 
Secretary of Health, Education and Welfare, 
Marion B. Folsom, openly endorsed the social 
security approach. I will say more about that when 
we come to the matter of remedies. 

There is no need to belabor the point. Let me 
simply cite one additional finding, from an 
academic source, by way of corroboration. 

The respected Brookings Institution recently pub- 
lished a study by Herman Miles Somers and Anne 
Ramsay Somers, a husband-and-wife team of 
economists, entitled “Doctors, Patients and Health 
Insurance.” This study finds that medical costs of 
the aged appear to average about one-third of their 
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TOTAL MEDICAL 
COSTS FOR AGED 


EXISTING 
INSURANCE 
COVERAGE 


income. Existing insurance plans, they conclude, 
pay no more than one-sixth of the costs for those 
who actually have some insurance coverage; and 
meet only about one-fourteenth of the total medical 
costs for the aged as a whole. 

Yes, there is a problem. Now let us examine 
the presently available remedies. 


OEE ALI LEME LAS CELE LIN LLG NLD MEAD: 
Are other effective remedies available? 

Since the introduction of the original Forand 
bill, there has been a noticeable increase in ad- 
vertising by commercial insurance companies 
addressed to older citizens. Undoubtedly these 
companies will tell you about the many new types 


of policies they are now offering. But they will not 
show, because they can’t, that these policies are 
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roviding widespread and comprehensive protec- 
tion to those who need it most. 

This is not necessarily a criticism of the com- 
mercial companies. It may well be true that these 
new policies are the best that any private com- 
mercial insurance company could devise. But they 
suffer from a common and inevitable shortcoming, 
as we have pointed out in the past. In all these 
plans, we have a high-risk group insuring itself. 
Obviously the premiums must be above average 
or the benefits below average—or, most likely, a 
little of both. That’s an inescapable fact. 

Consider the “65-Plus” policy widely advertised 
by Continental Casualty. The monthly premium is 
$6.50 per person; that would be $13 for a retired 
couple, or about 10% of the average social security 
pension. Yet the protection offered at this rate 
is meager indeed. 

The maximum allowance for hospital bed and 
board is $10 a day for 31 days. Ten dollars is 
roughly half the average hospital charge. And 
three out of 10 illnesses requiring hospitalization, 
for this age group, involve more than 31 days’ 

Geponfinement. The policy offers no benefits at all 
for skilled nursing home care, home nursing or 
non-surgical medical care. 

Another much-advertised policy is offered by 
Mutual of Omaha. It pays slightly higher benefits, 
including some for nursing. But even at a monthly 
premium of $8.50 a person, it is nowhere near 
adequate. 

I have cited these examples, not in criticism of 
the companies involved, but to demonstrate that the 
best that commercial companies can offer is not 
good enough—not by a wide margin. Such policies 
might be used, by those who could afford them, 
as supplements to a genuine system of protection, 
but they do not constitute a basis for the system 
itself. 

We are not implying that the commercial com- 
panies should abandon their efforts or be driven 
from the field by federal competition. We expect 
the passage of this legislation will stimulate rather 
than retard their growth. This was the result of 
the social security act on private life and retire- 
ment insurance plans; it has been the pattern of 
health insurance in Canada, where—in the words of 
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the Brookings study mentioned earlier—“private 
health insurance has shown remarkable resilience.‘ 
in the face of a far more extensive public hos- 
pitalization insurance program than anything con- 
templated in this country.” 

Another existing form of protection consists of 
the voluntary, nonprofit prepayment plans, led by 
Blue Cross and Blue Shield. Our unions make 
extensive use of these plans to provide health 
benefits gained through collective bargaining. Some 
unions, and some of the plans themselves, have 
tried to extend protection to workers after their 
retirement. 

Unfortunately, there are serious obstacles. First, 
Blue Cross and Blue Shield cannot, under the state 
laws governing their operations, let people pay dur- 
ing their working years for the care they will need 
after retirement. Premiums must be collected cur- 
rently and cannot be related to income. Also, Blue 
Cross plans generally try to maintain community 
rates, identical for all subscribers. Since the aged 
require about 214 times as much hospitalization as 
the rest of the population, they push up costs out 
of proportion to their numbers. This has subjected 
Blue Cross to severe price competition from com@ 
mercial plans that don’t include older persons or 
set premiums on the basis of experience rating. 
To the extent that lower-risk groups are thus 
siphoned off, the elderly become an increasingly 
heavy burden to the remainder—a potentially dis- 
astrous cycle for the non-profit plans. 

It seems evident to us that no private insurance 
plans, whether nonprofit or commercial, can 
adequately surmount these obstacles. No group 
plan that includes the aged can be sure of main- 
taining a broad enough membership to absorb 
the extra costs they entail. 

This point is sharpened when we examine group 
plans that operate under the most favorable circum- 
stances. I referred earlier to the plans established 
by our unions through collective bargaining. In 
some of these—by no means a large number—the 
unions have succeeded in extending health benefits 
to retired workers. Usually the retired worker 
must pay all or part of the cost, and benefits are 
often less than for active workers. 

Even at best, eligibility for benefits is determined 
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¢y by a certain continuity of employment, up to re- 
tirement age. Workers who have had to change 
jobs, or who lose their jobs before they can retire 
—an all too common event in this period of shrink- 
ing industrial employment—are left with nothing. 
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This was summed up last year in a survey by 
Fortune magazine of the retirement plans in the 
country’s 25 largest industrial corporations. 

Let me quote a paragraph: 


“There are some very stringent limitations on 
virtually all the industry plans studied by 
Fortune. Plans to which companies contribute 
heavily have, on the whole, high eligibility 
requirements—twenty years of employment at 
Swift, fifteen at Jersey Standard and Standard 
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of California. In most plans, including those 
paid for by the retired worker himself, bene- 
fits are substantially lower for retired than for 
active workers. Ordinarily, major-medical 
policies available to active employees cannot 
be extended into retirement, even at an indi- 
vidual premium rate. A clause automatically 
cancelling a dependent wife’s benefits when a 
retired worker dies is almost universal. In 
some plans, medical expenses incurred by the 
retired worker are deducted from the face 
value of his company-sponsored life insur- 
ance.” 


The same thing applies when unions themselves 
provide medical care to their members through 
union-sponsored health centers. 


This is possible only when there is a large con- 
centration of a union’s membership in a given 
geographical area, and when the union is sufficient- 
ly well-established to create such a program. It is 
fair to assume that a union will go to the greatest 
possible lengths to meet the needs of its members, 
including those who retired after years of loyal 
support to the cause. 


However, you will recall that two years ago, 
medical directors from the unions that have done 
most in sponsoring their own centers—the Inter- 
national Ladies’ Garment Workers’ Union and the 
Amalgamated Clothing Workers of America—told 
this very committee that they couldn’t even attempt 
to provide hospitalization for the retirees. Thou- 
sands of retired members are treated at the health 
centers, they said, and some are helped to avoid 
hospitalization. But because of the costs involved, 
that’s the best they can do. 


Possibly the strongest evidence of the difficulty 
is offered by the insurance companies themselves— 
who reduced health protection for their own retired 
employees. This is really stumping the experts. 

As Dr. Basil MacLean, retired president of the 
National Blue Cross Association has put it: 


“A lifetime’s experience has led me at lust 
to conclude that the costs of care of the aged 
cannot be met, unaided, by the mechanism of 
insurance or prepayment as they exist today. 
The aged simply cannot afford to buy from 
any of these the scope of care that is required, 
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nor do the stern competitive realities permit 
any carrier, whether non-profit or commercial, 
to provide benefits which are adequate at a 
price which is feasible for any but a small 
proportion of the aged.” 


Let us now consider the last of the remedies 
presently available—the Kerr-Mills act of 1960. 


Contrary to the opinion in some circles, we have 
urged our state organizations to press for state 
legislation needed to make this act effective. 


But we said last year, and we repeat: The Kerr- 
Mills act is not a substitute for a federal insurance 
program as contemplated by the Anderson-King 
bill. It is a desirable, and indeed a necessary, sup- 
plement to such a program. The enactment of the 
Anderson-King bill would actually make the Kerr- 
Mills provisions more effective, by greatly reducing 
the number requiring its help. 

What we object to is the concept of a health 


program for the aged based entirely on old-age 
assistance—or in other words, a means test. 


It is all very well to argue that medical care is 
freely available to all who “need it”; to those who 
are described as the “medically needy.” This would 
be an unsound argument even if it were true. For 
a heavy proportion of the “needy,” who can’t afford 
to pay for medical care, were forced into that un- 
happy position by the medical bills they have 
already paid. 


This is a post-mortem approach to living people. 
We tell a man he can get all the medical care he 
needs, provided he becomes a public charge; pro- 
vided he has spent his savings; provided he has 
sold his possessions and also provided he has 
exhausted the resources of his relatives in an 
effort to meet the costs himself. 


Just consider the operation of medical assistance 
in my home state of New York. I think it’s 
generally recognized that New York is among the 
more progressive states on social matters. But the 
state’s own publications show what’s involved when 


an aged person needs medical help. 


First there’s a pamphlet that gives potential 
applicants the ground rules. Let me quote from 
point No. 7, entitled “How is need determined?” 
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This is what it says: 


“The county or city public welfare official 
determines need on the basis of information 
provided by the applicant or his representa- 
tive and verified by the welfare official. This 
information includes facts regarding the ap- 
plicant’s living conditions, his health and 
medical need, his ability to work, his earnings 
from business or employment, and his other 
resources, if any. On the basis of this verified 
information, the welfare official determines the 
extent of need and the amount of assistance the 
person requires for medical care.” 


In other words, the applicant makes full dis- 
closure; and then the welfare official decides what 
he’s going to get. 
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e Let’s go on to the next three points, as they 
appear in the pamphlet: 


“8. What do resources include? 


“Resources include income from employment 
or business, benefits, pensions, compensation 
insurance, bank accounts, real or personal 
property, contributions from relatives and 
friends, assistance from other agencies, and 
income from all other sources including in- 
come in kind.” 


“9. Must relatives help to support? 


“Yes. The legally responsible relatives of an 
aged person in need are required to contribute 
to the person’s support insofar as they are 
able to do so. Legally responsible relatives 
include husband, wife, child and parent. Medi- 
cal Assistance for the Aged may be granted, 
when it is essential, until the legally responsible 
relatives can be interviewed and their re- 
sources checked. 

“If in the opinion of the public welfare official 
a legally responsible relative is able to con- 
tribute but fails to do so, such official is 
required to bring legal action against the 
relative. The cooperation of the recipient of 
Medical Assistance for the Aged will be ex- 
pected in such legal action.” 


“10. If a person has real estate, insurance, or 
some other asset, must he assign it? 


“No, assignment is prohibited. Real property 
used as a home, clothing, and household effects 
and the cash surrender value of life insurance 
not in excess of $500 need not be utilized in 
paying for medical care. 

“However, ordinarily, real property not used 
as a home, non-essential personal property, and 
insurance in excess of $500 cash value must be 
utilized towards payment for medical care.” 


This may be liberal compared to most states; but 
I say it is a humiliation and an unwarranted im- 
position on the aged and on their relatives as well. 

That’s not all of it. The state publishes three 
weighty bulletins—the shortest one is 30 pages— 
that tell the local welfare officials among other 
things, just how to squeeze the last possible dollar 
out of the aged person’s relatives, whether they are 
legally responsible or not. The officials are sup- 
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posed to figure out how much of a relative’s income 
is needed for a “moderate income level,” and then 
go after the rest of it. 

Now I don’t say these regulations were designed 
by hard-hearted people, who are trying to oppress 
the poor. I’m sure the great majority of the welfare 
officials around the country are humane and sympa- 
thetic. But this kind of thing is inevitable when 
you have a program based on need. If that’s the 
basis, then the government has to make these 
examinations, exercise these judgments and apply 
these rules. 

I repeat, public assistance is essential. We have 
constantly urged Congress to make it better. We 
welcome the specific addition of medical care to 
its scope by the Kerr-Mills act. We also welcome 
the clear intention of that act to relax the means 
test. But in all candor we must point out that the 
means test—whether it’s called an income test or 
anything else—is still inherent in all forms of 
public assistance. 

Moreover, it should be noted that the high pur- 
poses of those who wrote this legislation, and of 
the Congress that adopted it, have not been matched 
by the 50 states. As of this time, according to the 
reports of the Department of Health, Education 
and Welfare, it appears that less than half the 
states have made any significant progress at all 
toward establishing a program under the Kerr- 
Mills terms; and many of the programs already 
adopted are pitifully inadequate. 

To cite only one instance, can it be said that 
the state of Kentucky is really participating under 
the Kerr-Mills act when it limits hospital care to 
six days? 

It’s one thing to say that given the opportunity, 
the states should seize it. But there is a vast gulf 
between what the states should do and what they 
really do. 

Once again let me say that we are not pointing 
a finger of blame, though in some cases we might 
be justified in doing so. The states have their own 
financial problems and their own political pres- 
sures. In themselves, these would prevent the 
matching-grant approach—quite apart from the 
fatal flaw of a means test—from providing true 
equity for our older citizens. 
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® We conclude, therefore, that even this alternative, 
though it has suddenly become highly favored by 
some forces that once resisted it, does not meet the 
need. 

Although we have only sketched in the broad out- 
lines of the proposed ‘alternatives, we submit the 
evidence is clear. No present plan offers any hope 
of a genuine solution. 

Since all of us, I assume, agree with Abraham 
Lincoln that the proper function of government is 
to do for the people what they cannot do adequate- 
ly for themselves, the only remaining question is 
the third on my orginial list: 


Is the pro;osal now before you sound and workable? 


Instead, I will state in a very few words why we 
think the answer is “yes.” 

We as an organization believe in the social 
security system. So does Congress as a whole. That 
fact is written in the history of our times. 

What is now proposed is simply a logical ex- 

Cm tension of principles already written into law. To 
be meaningful, a system of old-age insurance must 
guard against all frequent and predictable threats; 
and by far the greatest of these is long-term, costly 
illness. 

The Anderson-King bill proposes to insure 
against this eventuality in exactly the same way as 
our social security system insures against total loss 
of income. Every worker, and his employer, would 
put aside a modest sum each week to create a fund 
that would pay a substantial part of his medical 
expenses after he retires. 

Now what in the world is wrong with that? 

Here we have the truly broad group, the truly 
equal division of risks, that is basic in any work- 
able insurance plan. Here we have the young pro- 
tecting themselves against their old age—the very 
first commandment in the decalogue of every in- 
surance salesman. 

Furthermore, the bill goes to what we consider 
to be extreme lengths to discourage frivolous or 
unnecessary use of the hospital and other services 
it provides. By requiring the patient himself to 
pay certain early expenses, it follows a pattern 
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often found in private insurance. We believe this 
will prove to be both unnecessary and undesirable 
in practice, but we are willing to give it a trial. 

One reason for this provision, of course, is to 
keep costs down. We feel there is another and 
better way to meet the cost problem—that is, by 
raising the wage base ceiling. We favor a base of 
at least $6,000, on the grounds that this would 
restore a more realistic relationship between past 
earnings and cash benefits in all aspects of the 
social security system. 

But to return to the question of what’s wrong 
with this bill: Let’s see what the opposition says. 

For one thing, they tell us that a lot of people 
will get benefits who never paid the extra taxes. 
That’s right; that’s what happens every time a new 
social program goes into effect. It happened with 
old-age pensions, disability insurance, and all the 
rest. All these things have to start sometime; if a 
relative handful of people get in free, that’s a small 
price for the others to pay. 

There is also the argument that this program 
would leave out many worthy citizens who aren’t 
covered by social security. Unfortunately that’s 
true—just as it’s true of old-age benefits. But 
thanks to the statesmanlike work of this committee, 
the number of citizens not included in the social 
security system grows smaller each year. Certainly 
the omission of some aged persons is no argument 
against protecting over 14 million of them, includ- 
ing the half million eligible under the Railroad 
Retirement System. 

Those who won’t be covered by this legislation 
are likely to benefit in any case. The states, re- 
lieved of the major burden, will certainly be able 
to offer more generous benefits under the Kerr- 
Mills plan. 

Then the opponents of this legislation go on to 
tell us that some people will be entitled to benefits 
who don’t need them. I might fall into that class, 
and so would some of you. Here again we have 
the same point—that this legislation is aimed at 
the vast majority who do need them. If any of us 
feels so strongly about his own independence, he 
doesn’t have to collect any benefits. He can 
strengthen the fund by leaving his share untouched. 
This committee has never looked at social security 
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from the standpoint of the man who doesn’t need 
a federal pension, and I’m sure you’re not going 
to start now. . 

Besides, talking about a person’s “needs” is an 
ex post facto argument; it’s nothing but hindsight. 
We take out liability insurance on our cars, al- 
though we might drive all our lives without “need- 
ing” it. Which one of us knows what he will 
“need” a year from now, much less 40 years from 
now? 

Next we have the argument that this program 
is objectionable bevause it is “compulsory;” 
whereas, they say, the existing programs are 
“voluntary.” As I have just indicated, there’s 
nothing “compulsory” about the benefits in any 
federal program; you can take them or leave them 
alone. As far as contributions are concerned, is 
there anything more “compulsory” about a federal 
social security tax than about a federal income 
tax or a state sales or income tax? We are all 
going to have to pay the bill for any of these pro- 
grams. The only issue is whether we are paying for 
a system based upon an earned right or a system 
based upon a pauper’s oath. 

Finally, and with considerable reluctance, I 
must take note of the advertised objections of the 
American Medical Association. 

I do this with reluctance because of my vast re- 
spect for the medical profession, no matter how 
ill-advised its public relations operation may be; 
and because a bill like this one is too important to 
be decided by a contest between organized labor 
and organized medicine—a contest we do not want. 

Fortunately, it’s not that kind of contest. Here 
are just a few comments from other sources. 

Business Week, after studying Secretary Flem- 
ming’s report, said this, in part: 


“Everyone who has seriously studied the situa- 
tion has concluded that the provision of better 
health care for the aged is a serious—and 
growing problem. .. 

“The problem basically is that the aged are 
high-cost, high-risk, low-income customers. 
Their health needs can be met only by them- 
selves when they are young or by other 
younger people who are still working. The 
only way to handle their health problem, 
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therefore, is to spread the risks and costs 
widely. And that can best be done through 
the social security system to which employers 
and employees contribute regularly.” 


Governor Rockefeller of New York has said: 


“T believe the only fiscally sound approach to 
the financing of such a federal program is 
through the proven contributory system of 
social security.” 


The New York Times editorialized: 


“There are many positive advantages in using 
social security. This is not by the wildest flight 
of the most neurotic fancy, ‘socialized medi- 
cine’ or ‘political medicine. It is simply 
a system, if the AMA could but calm its nerves 
enough to realize it, which, like Blue Cross or 
Group Hospitalization or any other insurance 
program, would enable a patient to go to the 
doctor and the hospital of his choice and pay 
the bills resulting from the care he needs in 
old age. It would help doctors, hospitals and 
medicine in general. And it would enable 
American men and women to retire in their 
old age with more security and self-respect.” 
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Yet despite all this, the AMA’s advertising has 
taken a really extreme position. It has described 
the Anderson-King bill as a measure that would 


And as I mentioned earlier, Secretary Folsom 
left no doubt of his views. Here are his words: 


“The logical plan, and one which is endorsed 
by most students of the subject, is to finance 
and administer a program of health insurance 
for retired people through the Old Age, Sur- 
vivors, and Disability Insurance program. By 
spreading the cost over the entire wage-earning 
population through a small tax of % to Y% 
percent of the payroll up to $4,800 a year on 
each employer and employee, a reasonable 
plan can be financed without adverse effect on 
the Federal budget with little if any adverse 
effect on the economy. 


“With the social security system being ad- 
ministered at a cost of only 2 percent of 
benefits and with the good record of adminis- 
tration of the Total and Permanent Disability 
provisions, there should be little question but 
that administration would be more effective 
than it would be under fifty different state sys- 
tems. With the taxes deposited in a trust fund 
to be used only for this purpose, there is 
much more apt to be a sound fiscal control of 
the system than if the benefits are financed out 
of general revenue... . 


“Also, a contributory system of this type 
would fit more naturally into the philosophy 
of our whole system than would one based 
upon a means test. There has been no serious 
objection in recent years to the compulsory 
feature of the social security tax and there 
probably will be little if any objection to a 
small additional tax to provide medical care 
for the aged. In any event, the income taxes 
which would have to be increased to finance a 
program out of general revenue are com- 
pulsory also. 


“There does not seem to be any basis for 
describing a plan financed through the social 
security system as ‘socialized medicine.’ The 
individual would still have the same free 
choice as to hospitals and doctors that he now 
ee 
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inject the government into every consultation 
room; as a bill to deprive Americans of their free 
choice of doctors; as a plot to dictate the pattern 
of health care prescribed for every patient, and 
much more. 

This makes me more sad than angry. It makes 
me sad because I know the leaders of the medical 
profession are intelligent and well-informed; con- 
sequently, they know as well as I do that these 
charges are absolutely without foundation. I can 
only revert back to what I said at the beginning— 
the question before you is too important for the 
tactics of college debators, or for the techniques 
of Madison Avenue. 

In brief, the advertised arguments of the AMA 
are less worthy of serious consideration than any 
of the others I have cited, because they are so 
clearly a product of Madison Avenue rather than 
of the considered judgment of a respected profes- 
sion. 

The recent action by the AMA convention rein- 
forces rather than weakens my point. Despite 
protests from its rank and file—and these protests 
are growing stronger year by year—the AMA felt 
duty-bound to hold the line already established. We 
can only look forward to the day when this great 
profession will share our conviction that what sells 
soap is not suitable for promoting principles. 

Our conclusion is as simple as the proposition I 
originally presented. There’s nothing wrong with 
the basic approach of this bill. We think it’s a 
sound and necessary addggion to our social security 
system. 

I would add only one brief word. I came out of 
a working-class background; I have lived close to 
workers and their problems all my life. I think I 
know something about the reactions of American 
workers, proud of their independence but well 
aware of their limitations in any contest against 
the economic forces of their time. 

One of the greatest of these economic forces 
today is the high cost of medical care. I gladly 
yield my subjective judgments to those of the 
Gallup Poll, which found that 67% of the Ameri- 
can people favored higher social security taxes to 
meet the costs of old-age medical care. And the 
most significant aspect of this poll was that the 
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favorable percentage was 63 among those from 
21 to 30 years of age. These young people evident- 
ly don’t want to mortgage their futures to the 
possible illness of their elders. 

I have no difficulty imagining a man of my own 
age, practicing my old trade, forced into retirement 
by some arbitrary requirement, and suddenly af- 
flicted by unsuspected ailments requiring extensive 
hospitalization. How far could social security be 
stretched for that? The paid-off mortgage—what 
would it mean? The children through college— 
what about their plans, with an aged father about 
to become a dependent? 

As I said at the very start, this is a bill about the 
personal well-being of men and women—those who 
are retired, those who are about to retire, those 
who are barely beginning their working lives, and 
everyone in between. For the sake of all these 
people—of all Americans—we hope it will be 
passed. 
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At the February 1961 meeting of the AFL-CIO 
Executive Council, policy pronouncements on 


International Trade and Balance of Payments were 


approved, This Report, prepared by the Research 


Department, served as background material for 


the Council's consideration, 


We reprint this Report in an effort to make 


available in greater detail the reasoning behind 


the AFL-CIO position, 
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The Reciprocal Trade Act was first passed in 1934 as one of 
the major features of the New Deal program, With various changes 
of greater or lesser importance, this program, authorizing the 
President to participate in negotiations with other countries to 
reduce barriers to trade, has been extended every few years since 
then. The most recent extension was in 1958 when the program was 
extended for four years until June 30, 1962. Under this extension, 
the President was given the power to reduce tariffs on a reciprocal 
basis with other countries by a maximum of 20 percent. Pursuant to 
that authority, U.S. Government representatives in 1961 are parti- 
cipating in Geneva in international tariff and trade negotiations. 


Once this round of negotiations is completed, present levels 
of U.S. tariff duties will be frozen unless Congress takes new 
action before June 30, 1962 when the present Act expires. This will, 
of course, be before the end of the present 87th Session of the Con- 
gress. This is therefore a particularly appropriate time for a re- 
consideration of the nation’s entire tariff and trade policy. Past 
experience should be evaluated. Our current status should be 
analyzed, 


A new policy must be formulated and enacted to guide the nation's 
tariff and trade policies in the years to come. It should aim at ex- 
panding international trade while providing adequate safeguards for 
U.S. industries and workers. 


The trade union movement is deeply concerned with the tariff 
and trade policy of the United States. We are concerned first be- 
cause tariff and trade policy is an important facet of the nation's 
overall foreign policy. Decisions in this field can play an im- 
portant part in weakening or strengthening the ability of our country 
to achieve our foreign policy objectives. Second, although trade 
does not loom as large in our economy as in some other countries, it 
nevertheless has significant effects on our domestic economy. Third, 
both at home and abroad the job opportunities of many workers and 
their ability to preserve and advance their labor standards and 


living conditions are influenced importantly by developments in U.S. 
foreign trade. 
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Because of increased recognition of the importance of trade 
and the policies which affect it, many AFL-CIO affiliated organi- 
zations, both national and international unions and local unions, 
have evidenced growing interest in trade developments and trade 
policies. They have been especially motivated to reexamine the trade 
problem because of the responsibility which they feel to safeguard 
their own members from the sometimes serious adverse effects of in- 
creased import competition. Despite this altogether understandable 
sense of responsibility to their own members, most labor organizations 
are looking for effective ways of mitigating the effects of import 
competition while at the same time advancing the ‘overall objective 
of broadening multilateral trade. 


Indeed, this Report has been prepared in accordance with the 
action of the most recent AFL-CIO Convention calling for “continuing 
study to the development of recommendations for measures designed to 
promote the expansion of international trade on a sound basis with 
adequate safeguards for American industries and American workers." 
This Report is primarily aimed at suggesting ways in which these 
twin goals -- lessening the impact of import competition in a basic 
framework of widening trade opportunities -- can be sought. 


The AFL-CIO itself has, in carrying out convention action in 
this field, sought to influence government decisions both in the 
Congress and by the Executive Branch. Our views on tariff and trade 
matters were also submitted to the Platform Committees of both 
political parties prior to the 1960 presidential election. We 
have also sought to develop some specific proposals, which will 
be set forth in detail below, to achieve the broad objectives 
laid down in the Resolution on International Trade adopted by the 
AFL-CIO Convention in September 1959. 


In the trade field, as in so many others, to stand still is 
really to fall behind. The coming months will be a critical time 
to develop and win support for a realistic forward-looking program 
in the field of international trade. Such a program must be geared 
to the needs of our domestic economy as well as to the requirements 
of the nation's overall foreign policy aims. It is the special re- 
sponsibility of the trade union movement to assure that the program 
which is formulated is consistent with both our domestic and inter- 
national goals and fully safeguards and advances the welfare of 
workers both in the U.S. and in other free countries of the world. 
It is to help in the mapping out of that kind of a program that 
this report is aimed, 


The report begins with an analysis of recent trends in U.S. 
foreign trade, both exports and imports and the balance between 
them. It then examines in some detail the impact of trade in recent 
years in a number of important industries. Wrapping up this 
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discussion of recent developments in U.S. trade, a number of basic 
factors in the current trade picture are considered. These include 
international comparisons of labor costs, efforts toward regional 
economic integration such as the European Common Market and the 
European Free Trade Association, and the key role of the less de- 
veloped countries in today‘s world. The report then turns to two 
much discussed questions -- the expansion of private foreign in- 
vestment and the so-called “balance of payments" issue. Finally, 
there are suggested some possible components of a tariff and trade 
policy for the sixties. 
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Recent Trends in U.S. Trade 


The combination in 1958-59 of a jump in imports concentrated 
in a few areas, a drop in exports and a sizeable negative balance of 
payments (not to be confused with the balance of trade (see Chapter 
VIII) created much public speculation that the trade position of the 
United States had taken a sudden permanent drastic turn for the 
worse. There was a good deal of talk about whether "the U.S. had 
priced itself out of world markets" and specifically whether high 
wages were largely responsible for the allegedly dire situation. 
When imports leveled off in 1960 while exports spurted to match or 
even exceed the previous all-time high, the gloomy prophecies tended 
to slacken somewhat. Nevertheless, the idea was still quite rampant 
that the U.S. was being flooded with cheap goods from low-wage 
countries while we were losing in export markets. 


To determine what has really been happening in U.S. trade, it 
is necessary to examine not only trends in exports and imports sepa- 
rately but also the balance between them as well as the relation of 
the movements of each to overall economic trends. In doing so, it is 
important to analyze the long-term trend rather than to focus on one 
or two abnormal years. 


It is also essential to realize that the exports or imports of 
a particular industry will not necessarily coincide with the overall 
trends. It is therefore important to examine overall trends as well 
as developments in particular industries to determine whether what- 
ever corrective policies may be needed must be devised to deal with 
problems affecting the entire economy or whether the problems are 
confined to certain industries and therefore policies should be tai- 
lored to meet their particular needs. 


During the 1950-60 decade exports have more than kept pace 
with both imports and total national output. There is good reason to 
believe that the level of exports in 1960 can be maintained and 
exceeded in the future. Therefore, a 1950-60 comparison would seem 
to be entirely valid and appropriate. However, it may be argued that 
a longer period should be used for purposes of comparison. Hence, a 
comparison is made here between 1950 and the average for the three 
years 1958-60 rather than with the single year 1960. 
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Despite a decline of exports from 1958-59 of $3.2 billion 
and a marked rise in imports amounting to $2.4 billion, average 
exports for the three-year period 1958-60 had advanced more from 
the 1950 level than either imports or gross national product for 
the same three-year period. The percentage increases were: 


Exports 76 
Imports 60 
Gross National 

Product 


67 


(See Table I) 


Thus it is clear that recent trends have shown an improvement 
in America’s foreign trade position. 


Before discussion of the specific developments and how they can 
be accounted for, it is worthwhile to point out the most important 
conclusions to be derived from these trends: 


1. Overall, the foreign trade position of the United States 
has not deteriorated. Our goods compete both in our own markets 


and in markets abroad at least as well, and probably better, than a 
decade ago. 


2. This means that taking our economy as a whole, we are 
not being priced out of world markets. 


3. Since U.S. products are more than holding their own, it is 
apparent that substantial wage differentials have not hurt our overall 
trade position although they have undoubtedly been a factor in in- 

creased imports of particular products such as textiles and clothing. 


Examination of what has happened to the composition of foreign 
trade in some recent years leads to a fourth important conclusion. 
That is that the year-to-year trends in the overall levels of foreign 


trade can be drastically affected by transitory shifts for a few im- 
portant items. 


As a matter of fact, this is what seems to have happened in the 
decline of exports in 1958-59. At the end of 1959 just after the two- 
year decline in U.S. exports had begun to be reversed, the Department 


of Commerce analyzed trade trends dying the preceding period of de- 
clining exports and rising imports. 


1/ U.S. Department of Commerce, Survey of Current Business, December 
1959, pp. 11-18. 
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Table I 


Exports, Imports and National Output 
1950-60 


(billions of dollars) 


Average Percent increase 
1958-60 1950 to 1958-60 


Exports ; 17.4 75.8 
Imports , 14,2 60.0 


Gross national product 476.5 67.1 


Source: U.S. Department of Commerce 
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The Department specifically analyzed the shift in the balance 
of trade for finished manufactured products between 1956 and the year 


ending September 1959. The figures in millions of dollars are as 
follows: 


Year Ending 
1956 Sept. 1959 Change 


Exports $9 , 297 $9 , 248 $ -49 
Imports 3,221 4,837 +1 ,616 
Balance of 

trade 6,076 4,411 -1,665 


Over one-half of the total $1.7 billion drop in the balance of 
trade for finished manufactures was accounted for by a single line of 
products, automobiles and parts. In 1956 U.S. exports of passenger cars 
were over $200 million more than imports. Subsequently, a marked shift 
took place. For the year ending September 1959 car imports were valued 

at about $450 million more than exports. Truck and bus exports continued 
to exceed imports but exports of these items were down while imports rose. 
U.S. shipments of auto parts both for assembly and replacement and repair 
continued to exceed imports but dropped somewhat during this period. The 
net result of these somewhat diverse movements for the automobile and parts 
industry as a whole was a decrease over this period in its balance of trade 
from about $1.2 billion to $341 million. 


Another $200 million of this overall shift was accounted for by 
finished steel. Here the basic factor was the anticipation of and then 
actual occurrence of the steel strike. During the steel strike exports 


fell drastically while imports aS Fi greatly, both before and during 
the strike, to meet domestic demand. 


Other major shifts were in lubricating oil and gasoline ($119 
million) and finished textiles including apparel ($133 million). Thus 
shifts in these four product groups were responsible for nearly three- 

fourths of the decline in our balance of trade for finished manufactures. 


American Exports Broadly Based 


Since the end of 1958 a dramatic changé has taken place. From 
early 1959 to the end of 1960, the annual rate of exports has surged 
ahead by about $4.4 billion reaching an annual rate of about $20 billion 
by mid-1960. (See Table II) Imports, on the other hand, in 1960 dropped 
below the 1959 level by $600 million. By the fourth quarter of 1960 
exports exceeded imports by an annual rate of $6.3 billion. 

(See Table II) More than 10 percent of the increase in exports has 


1/ Of course, when the strike was over, imports fell off and exports 
picked up again. From 1959 to 1960, imports of iron and steel-mill 
products dropped 12% while exports rose 64%. (See Tables 3 and 4) 
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Table II 


U.S. Foreign Trade 


(Millions of Dollars) 


Non- Excess 
military General of exports 


Annual exports imports over imports 


1954 12,855 10,215 2,640 
1955 14,294 11,384 2,910 
1956 17, 333 12,615 4,718 
1957 19,495 12,982 6,513 
1958 16,367 12,834 3,533 
1959 16,394 15,207 1,187 
1960 19,551 14,654 4,897 


Quarterly, at seasonally 
adjusted annual rate: 


1959 January-March 
April-June 
July-September 
October-December 

1960 January-March 
April-June 
July-September 
October-December 


Source: U.S. Department of Commerce 
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been due to unusually large shipments of jet aircraft. There have 
also been larger than usual raw cotton exports this year. These two 


items, jet aircraft and cotton, accounted for nearly one-third of the 
1960 rise in exports. 


However, the expansion in exports has been essentially broadly 
based involving a wide range of products. Foreign demand has been 
particularly strong for industrial materials such as rubber, paper 
and iron and steel, as well as for a wide variety of consumer products. 
Machinery exports have increased markedly and, in fact, have tended to 
counter-balance weak domestic demand. Exports of farm products have 
also expanded. (See tables 3 and 4 for detailed export and import data.) 


While there were fears for a time that the upsurge of exports 
might be temporary, expectations are now more optimistic. Experts attend- 
ing the convention of the National Foreign Trade Council in November 

1960 anticipated continued expansion in exports in 1961 to a record 

high level of at least $21.5 billion, up an additional 8 percent from 
1960*s all-time high. In fact, some of the experts thought the rise 

in exports would be considerably greater. They also felt that imports 
would rise only slightly with a resulting sharp rise in the balance 

of trade in 1961 to perhaps $6 billion or more. Such a huge excess of 


exports over imports would match that for 1957, the year of the Suez 
crisis. 


Shift in Trade with Germany and Japan 


It is interesting to note that there was a notable shift in 
our trade with Western Germany and Japan in 1960, two countries which 


have been particularly cited as being in a superior competitive po- 
Sition to the U.S. 


A slightly unfavorable balance of trade with Western Germany 
in 1959 was converted into a decidly favorable balance in 1960. In 
1959, the U.S. had an unfavorable balance of trade with Germany of 
$173 million. In 1960, our favorable balance was $170 million. This 
resulted from the fact that while our imports from Germany decreased 
by 2% percent, our exports rose by 43 percent. The net shift in 

our balance of trade was $343 million (See table 5). 


A similar shift took place in our trade balance with Japan. 
During 1959, we imported $64 million more from Japan than we ex- 
ported to her. In 1960, our exports to Japan were $180 million more 
than our imports. Both exports and imports increased, but exports 

rose by 38 percent while imports expanded by only 12 percent. There 


was a resulting net shift of $243 million in our balance of trade 
with Japan, (See table 5) 
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Table III 


U.S. Imports by Major Classes and 
Selected Commodities 
1959-60 


(millions of dollars) 


Percent 
change 
1959-60 


Total imports for consumption!/ 


Major classes: 
Foodstuffs 
Industrial materials 
Finished manufactures 


Selected commodities: 
Automobiles € parts 
Machinery 
Textile manufactures 
Iron ore ; 

Iron & steel-mill products 
Nonferrous metals & ferroalloys 
Petroleum and products 
Chemicals 

Pulp,paper and products 

Sawmill products 


u 
tr 


SOroonwrgnu 


+++ 
— 


_ 
. > 7. 


CmonNMoCoONnnmad 


1++4+4+1 


1/ The slight difference between “imports for consumption" as shown 
here and "general imports" as shown in table 2 is represented by net 
transactions of customs warehouses. 


Source: U.S, Department of Commerce 
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Table IV 


U.S. Exports by Major Classes and 
Selected Commodities 
1959-60 


(millions of dollars) 
Percent 


change 
1959-60 


1959 


Total nonmilitary ase ty 


of domestic merchandis 16,211 19,351 +194 


Major classes: 


Foodstuffs 2,526 2, 756 + 9.1 
Agricultural industrial materials 1,471 2,108 +43.3 
Nonagricultural industrial materials 2,908 ‘4,000 +37.6 
Nonmilitary finished manufactures 10, 486 +12.7 


Selected commodities: 
Cotton ung nufactured 452 988 +118.6 


Aircraft 159 551 +246.5 
Machinery 2/ “ 3, 706 4,088 + 10.3 : 
Automobiles, parts and accessories=/ 1,145 1,216 + 6.2 ; 
Iron and steel-mill products 372 611 + 64,2 y 
Nonferrous metals & ferroalloys 293 714 +143.7 

Metal manufactures 445 423 - 4,9 

Textile man factures>/ 634 694 4x9, 

Chemicals 2 1,479 1,661 + 12.3 

Pulp,paper and products 337 419 + 24.3 

Rubber and manufactures 2/ 327 372 + 13.8 
Coal and related products 388 362 - 6.7 

Petroleum and related products 2/ 402 429 + 6.7 


1/ The slight difference between "nonmilitary exports of domestic 
merchandise" as shown here and “nonmilitary exports" as shown in table 
1 is represented by reexports. 


2/ Excludes “special category" items for which security restrictions 
prevent publication of detailed statistics. 


3/ Includes semimanufactures. 
Source: U.S. Department of Commerce 
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Table V 
U.S. Trade With Western Germany and Japan 
1959-1960 


(millions of dollars) 


Western Germany 


Exports Imports Balance of Trade 
1959 747.5 920.0 ~ 372.5 


1960 1,067.0 896.8 + 170.2 
Percent change 1959-60 + 42.7 - 2.5 


Imports Balance of Trade 


1,028.7 - 63.6 


1960 1,148.6 + 179.8 


Percent change 1959-60 + Fit 


Source: U.S. Department of Commerce: 
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Trade*s Impact on the Economy 


The above discussion has highlighted some of the recent trends 
in America's foreign trade. But how does foreign trade fit into our 
economy? Is it important or unimportant as compared with the domestic 
side of our economic life? Does it add to or subtract from jobs for 
American workers? In short, what is the overall impact of foreign 
trade on our economy and employment?+/ Actually, both imports and 
exports represent a very small proportion of our gross national 
product. Thus in 1960, exports were about 4 percent of our national 
output while imports were about 3 percent. 


About half of the imports consist of various raw or semi- 
processed materials which we do not produce at all or in which our 
production does not meet our requirements. In addition, not all of 
the other imports are actually in competition with domestic pro- 
duction, Some years ago Dr. Howard Piquet, a highly respected 
expert in the tariff and trade field, estimated that if all U.S. 
tariff duties were permanently abolished imports might increase by 
as much as $4 billion. Presumably therefore at that time the 
categories of products included in that $4 billion were potentially 
most competitive with U.S. production. 


What _ is The Impact of Foreign Trade on Jobs of Workers in the U.S.? 


Unfortunately, we do not have up-to-date figures. In 1956, 
the U.S. Department of Labor estimated that some 4% million U.S. 
workers owed their jobs to foreign trade. They included both non- 
farm and farm workers engaged in producing goods for exports, pro- 
cessing imported raw materials and semi-manufactured goods, or 
transporting and distributing imported commodities. The breakdown 
was as follows: 


Exports: 
Nonagricultural workers 2,516,000 
Agricultural workers 602 ,000 
Imports: 
Transportation and distribution 524,000 
Processing imported materials 858 ,000 


Total 4, 500,000 


Against this total must be offset the workers whose jobs have 
‘been displaced by competitive imports. Again, we have no up-to-date 
reliable estimates. The Labor Department estimated that if all of 
the United States.dutiable imports in 1956 could have been made by 
‘American workers, these imports would have required the full-time 


1/ The impact of trade on particular industries is 
‘discussed in Chapter III. 
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services of approximately 1 million workers, However, this assumption 
is unrealistic. Actually, it is more likely that not more than half 
of such imports would have been produced in the U.S. if they had not 
been bought abroad. This would mean that probably not more than half 
a million jobs had been displaced by competitive imports and probably 
less, 


Thus it would appear that the number of workers whose jobs 
depend on foreign trade is perhaps as much as 10 times the number of 
jobs lost through imports. While we cannot ignore the plight of 
those adversely affected by imports, we must also be mindful of the 
fact that looked at from the overall point of view, foreign trade has 
resulted in a significant net employment gain for the U.S. 
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The Impact of Foreign Trade on 
Selected Industries 


1. The Automobile Industry 


Perhaps more than any other single event, the appearance of 
small] foreign-made automobiles on the streets and highways of this 
country created the illusion of an “invasion” of imported goods, 
The automobile is somehow a symbolic product, representing at the 
same time the world leadership of the United States in technology 
and in living standards -- two developments that are necessarily 
connected with each other, Imported cars, since they were usually 
less expensive than domestic makes, seemed to indicate to some that 
we were “pricing ourselves out of the market.” Other observers 
noted that the foreign cars were smaller than domestic models, and 
were merely occupying a segment of the market not satisfied by the 
type of vehicle produced domestically, 


It is well to keep in mind that despite the publicity given 
to imported cars, as a whole the motor vehicle industry (including 
the manufacture of trucks, buses, parts and accessories, as well] as 
passenger cars) remains a net exporting industry, In the first 
eleven months of 1960, the value of exports was more than $1,100 
million, while the value of automotive products shipped into this : 
country was less than $600 million, 1/ For the full year 1959, : 
the excess of exports over imports amounted to about $300 million, 2/ 


To be sure, the major portion of U.S. exports consists of 
the trucks and buses, and the parts and accessories sectors, In 
these segments (where a much larger proportion of the total output 
is produced by relatively small firms than is the case in the highly 
concentrated passenger car segment), the export market takes about : 
one-sixth of total U.S. production, Imports of trucks and buses are 
almost negligible and confined almost entirely to very small delivery 
types not produced in the U.S, at all until last year, while imports 
of parts and accessories have been for replacement on foreign 
vehicles in operation in the United States, 


V/ U.S. Department of Commerce, Bureau of Foreign Commerce, World 
Trade Information Service, Part 3,No. 61-2, 


2/ ibid., No, 60-6, 
15 
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The trade situation is reversed in the passenger car segment 
of the industry where, in 1959, imports were the highest they have 
ever been, while exports were the lowest since the war, Imports of 
passenger cars had fallen somewhat in 1960, but the level remains 
considerably above that of exports, whether measured in numbers of 
cars or in terms of value. 


Background on Import Trends in Autos 


The explanation for the deterioration of the export market 
for complete passenger cars made in this country and rising sales of 
foreign autos is exceedingly complex, However, the most important 
single factor influencing these trends has been the fact that the 
foreign cars which have accounted for most of the sales of imports 
have been of a different type than the automobiles produced in this 
country prior to the 1960 model year, and have therefore occupied a 
section of the market that had been ignored by American automobile 
producers, 


Beginning in the middle of the 1950s, domestic automobiles 
began to become much larger and more powerful, Increasing length, 
width and power brought some disadvantages of their own, and, in 
addition, caused increases in the initial price of the car, 


It has been widely recognized that additional power must be 
purchased at the expense of lower gasoline mileage, and in many cases, 
use of higher grade -- and therefore more expensive -- fuel. However, 
the power race also contributed indirectly to increasing the cost 
of owning an automobile, For, of several alternative methods for 
increasing the power output of an internal combustion engine, the 
least expensive, in terms of manufacturing processes necessary for 
mass production is simply to use a larger engine, A larger engine 
has invariably meant more weight -- which incidentally contributed 
in itself to the decline in fuel economy -- but also made such 
accessories as power steering and power brakes almost imperative 
for safe and relatively effortless operation, These options added 
to the selling cost of the car, and made their own contributions 
to reducing fuel economy, since they absorbed power that would 
otherwise be used for propulsion, The growth in power equipment 
made more demands on the output of the engine, so that in order 
to maintain performance, even more powerful engines became necessary. 
The vicious circle, once started appeared to have no foreseeable end, 


There were also striking increases in the overall size of 
domestic cars, This development had its own effect on economy of 
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operation. It also gave rise to problems of fitting the old garage 
to the new, larger car, of finding a place large enough to park the 
vehicle, and of increasing body repair costs. All these liabilities 
of larger cars have been widely observed enough that they have be- 
come favorite subjects of cartoonists for several years. 


As domestic autos continued the ever-larger trend, into the 
domestic market came the imported car -- smaller, more maneuverable, 
less expensive in original cost, more economical in fuel consumption, 
and (after overcoming the initial distrust of the insurance companies) 
even cheaper to insure. Sales of imported vehicles, and of the single 
smaller car produced domestically (the Rambler) began to climb, and 
increased in almost direct relation to the growth in size of the 
standard-sized car produced by the three largest United States 
producers. 


A factor contributing to the rise in import sales was the 
superior handling qualities of most of these automobiles. In part, 
they derive from more emphasis on handling in the design of the car, 
for the reason that European roads are often not as good as those 
in this country. Drivers also found that imported cars were usually 
easier to drive, especially in traffic, because of their smaller 
size -- for much the same reasons that it is easier to drive an 
automobile than a truck or bus. 


The reasons for the rise in imported car sales should be 
obvious from the above discussion. Given the choice on the one 
hand of an automobile which had become prohibitively expensive and 
actually inconvenient to drive because of its great bulk, and on the 
other of a car which sometimes did not have quite enough power or 
room for his requirements, many American buyers decided that the 
advantages the smaller car possessed over its larger counterpart 
more than compensated for its disadvantages, 


Sales of all imported cars (including the so-called 
“captive” imports -- those produced by foreign subsidiaries of the 
Big Three and marketed in this country through their regular dealer 
systems) reached more than 600,000 units in 1959, about 10 percent 
of U.S. production for that year. In addition, Rambler production 
was 400,000 an all-time high for American Motors. The major pro- 
ducers at last became convinced that there was a significant sales 
potential for smaller cars, and rushed to completion various pro- 
jects they had on the drawing boards. The result was the intro- 
duction, beginning with the 1960 model year, of smaller cars of 
approximately the same size as the Rambler -- the so-called “compact” 
size -- rather than the even smaller size of some of the foreign 
cars. 
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U.S. Compact Cars 


The compact car appeared in the middle of the size, power, 
and price range, whereas the bulk of foreign car sales had occurred 
near one end, and the “standard-size" cars at the other. The com- 
pact offered more room, comfort, and performance than most imported 
sedans, while sacrificing some fuel economy and selling at a somewhat 
higher price, but it still represented a significant saving over 
larger cars, 


The result of the introduction of a line of cars in the 
middle, between the two extremes, has been the capture of sales from 
both those extremes. In fact, the compact seems to have been much 
more successful than its producers anticipated, judging from state- 
ments issued from time to time by the Big Three. Many of these same 
statements reveal they are none too happy tu see the compact impinge 
on sales of "full-sized" cars, on which profit margins are usually 
larger. 


The compact car has also had a major impact on sales of im- 
ported cars, which have fallen to about 500,000 for the year 1960. 
It is interesting that some of the most seriously hurt have been the 
“captive” imports. Sales of these cars increased quite rapidly during 
the imported car boom, but declined precipitously when compacts be- 
came available through the same dealers. This tends to support the 
belief held by many students of the industry that the maintenance of 
an efficient and well-distributed chain of dealerships is of near- 
equal importance to a producer's automobile sales in the United States 
as the characteristics of the automobile produced. 


Not all imported makes have suffered sales declines. 
Volkswagen (from West Germany) the leading imported car for some 
time, increased its sales to about 150,000 units, up about 50 per- 
cent from its 1959 total. Volkswagen has probably the best dealer- 
ship network of any of the foreign makes. Sports cars have increased 
their sales levels somewhat in 1960, as did a few other makes, in- 
cluding Citroen, Mercedes and Peugeot. These cars have accounted 

for a much smaller percentage of the foreign car sales than the 

small economy sedan. 2 


The Role of Foreign Cars 


The role of the imported foreign sedan in the automobile 
market of recent years has been to fill a need for which no domestic- 
ally manufactured automobile was available. The result of this 

was eventually to prod American producers into the production of a 
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more practical and utilitarian vehicle, at least for most individual's 
requirements. 


There is no indication that the domestic compacts will com- 
pletely supplant imported cars in the near future, although imports 
probably cannot again capture ten percent of the market as they did 
in 1959, Those imported cars which suffered the greatest decline 

in sales in 1960 appear to be those which are most nearly like the 
compacts and sold at comparable prices, Conversely, most makes which 
increased sales even in the face of domestic competition were some- 
what dissimilar from American compacts, 


There is at present no domestically produced automobile that 
competes directly in the size and price class of the Volkswagen, which 
sold more than 150,000 units in the United States in 1960, Since a 
large part of the total of 500,000 imported cars sold in the United 
States consists of small economy sedans like the Volkswagen, and 
American car, even smaller and less expensive than the present com- 
pacts, could probably capture most of the sales presently taken by 
imports, There are rumors that Ford plans to produce a car in this 
class, to be called the "Cardinal," to sell at a price competitive 
with the Volkswagen, 


Export Markets 


The American industry lost its export market for passenger 
cars in part for the same reasons that imported cars were able to 
gain a foothold in this country, The element of operating expense 
is much more important in many countries where average incomes are 
lower and gasoline is more expensive than it is here, There is 
also the factor of narrow, crooked, and poorly paved roads, for 
which American cars are particularly unsuitable, In recent years, 
European automotive capacity has been enlarged tremendously. 
European manufacturers have tended to be more aggressive in cultiva- 
ting export markets than have their United States counterparts, In 
part this reflects the traditional importance of foreign commerce 

to some of these countries" livelihoods and‘ the fact that since 
European production is generally smaller, per make, than in the 
United States, a comparatively smal] number of export sales can 
lower production costs per unit because these sales increase total 
volume, 


However, other developments have also handicapped U.S. exports. 
Many countries, in order to retain scarce capital, forbid or impose 
an excessive tax on the importation of many luxury goods, including 
automobiles, Often an additional reason for restriction has been 
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an attempt to encourage local manufacturing by surrounding it with 
protective barriers. In some cases, local assembly of imported 

components or partly imported and partly internally manufactured 
components is encouraged. United States firms operate under such 
conditions in India, Israel, Belgium, Mexico and elsewhere. 


Example of Argentina 


Import barriers must be very high to give an advantage to 
local producers, since costs are much higher than in the U.S. A 
case in point is the Kaiser-Willys operations in Argentina and 
Brazil. As reported by Fortune (January 1961): 


"Willys moved its existing Kaiser engine and body- 
making equipment to Argentina in 1956, after a dis-~ 
astrous experience in the U.S. market, and set up shop 
with a manufacturing plant at Cordoba. It soon dis- 
covered that each component of the cars it was turning 
out bore double the cost of identical units produced in 
the U.S. Even so, its position as a local producer en- 
abled it to sell cars at one~half to two-thirds less 
than competitive lines, for these had to hurdle 
Argentina's mountainous duties. At just over $5,500, 
the Willys created an entirely new market and did it 
almost overnight." 


Regular commercial importation into Argentina of cars costing 
over $2,000 is prohibited. If an individual is able to obtain per- 
mission from the Argentine government to import a car such as a 
Chevrolet for his own personal use, he would have to pay duty and 
surcharges of more than $20,000. The lower-priced U.S. compacts 
would be eligible for commercial importation, but the duty and 
surcharges on such a car would still be over $15,000, an amount 
which has effectively excluded U.S. autos from Argentina. 


The excessive surcharges were originally imposed during a 
serious foreign exchange crisis which developed after the fall of 
the Peron government several years ago, but they have been re- 
tained as a device for sheltering the local automobile industry. 
The fact that the government of Argentina owns a substantial 
share of the stock in the Kaiser-Willys operation provides an 
incentive for retaining these surcharges indefinitely. Similar 


situations have developed in other traditional markets for U.S. 
automobiles. % 


Exports of passenger cars have increased in 1960 from the 
low level of 1959, but remain below the total for years before that. 
No information is available on the type of car being exported, but 
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presumably the moderate increase was attributable to the compacts. 
American cars retain their prestige in world markets, but the major 
cause of the decline in export sales has been import restrictions. 

The automobile industry would undoubtedly export larger numbers of 

completed cars if restrictions in other countries were lifted. 


Where components are imported from the United States for 
local assembly, in contrast to completely locally manufactured 
automobiles, the effect is to artificially reduce the apparent 
export volume of U.S. passenger cars, since automobiles which are 
exported in a partially disassembled state are recorded in the 
total for parts and accessories. Hence, the decline in exports of 
U.S, passenger cars is somewhat overstated by available data on 
passenger car exports.- 


Most of the U.S. export market has always been located in 
the Western Hemisphere. It is expected that countries to the south 
will continue to attempt to induce local assembly operations, with 
the intention of gradually expanding the proportion of locally pro- 
duced components. In recent years Rambler sales in Canada have 
paralleled the company’s success in the United States. American 
Motors now has plans for establishing an assembly plant in Canada 

as the Big Three have done for years. This will reduce U.S. exports 
to Canada. 


Exports to Africa and Asia have never been large. As the 
poorer countries develop their economies, a potential automobile 
market, especially for smaller cars, should emerge, but this will 
be some time in the future. At present, the largest African market 
for U.S. automobiles is the Union of South Africa, and the largest 


Asian buyer is Kuwait, although parts for assembly are shipped to 
India and Israel. 


European sales of American cars have never been large, Most 
U.S. exports to the area have been directed to the smaller countries 
such as Belgium and Switzerland which have not produced automobiles 
themselves. With the establishment of the Common Market and the 
Outer Seven, most of these countries will be drawn into regional 
trade groups. As part of the program of establishing uniform tariff 
charges for affiliated countries, the non-producing countries are 
scheduled to increase automobile tariffs to match declines in the 
tariffs of producing countries, which have maintained much higher 
duties for the purpose of protecting their own domestic auto in- 
dustries. The Common Market tariff on assembled automobiles will 

be 34%. However, the tariffs on parts, in countries where U.S. 
assembly operations have been carried on in the past, are also 
scheduled for increases. Reduction of these barriers could emerge 
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from GATT negotiations, a development which would allow the U.S. 
compacts to compete on more equal terms in the European market. 


When the U.S. compacts are compared with European cars of 
similar specifications, it seems likely that the American cars 
might be able to compete very well with them in the European 
market. European cars of this type include the Fiat 2100 and smaller 
Lancias of Italy, the German Borgward and Opel Kapitan, the V-8 
Simca and Peugeot of France and the Austin A-90, Wolseley, Humber 
and larger Vauxhalls produced in Great Britain, Cars of this class 
are not produced in very large volumes, although as European in- 
comes have climbed, larger cars have accounted for a larger share 
of the market. At present a much larger European market exists for 
cars smaller than the American compacts. 


It is not realistic to expect that American compacts could 
make much headway against Volkswagen, Renault and Fiat on thier home 
grounds, since when frieght is added, the price spread between them 
would be substantial. However, as automobile markets expand out- 
side of the present producing areas, it will be the smaller, cheaper 
and more economical cars which will be in demand, and no such vehicle 
is produced in this country. If it were, it would increase the United 
States* share of the world export market for automobiles. 
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2. The Iron and Steel Industry 


For most steel mill products, the direction of U.S. foreign 
trade has reflected differences in levels of economic activity be- 
tween this country and foreign markets. In 1959, imports of all 
steel mill products were substantially greater than in 1958, while 
U.S. exports were down. This development was almost entirely the 
result of the strike in the latter half of the year, and the stock- 
piling that preceded it. Demand for steel products was greater 
than could be supplied by domestic producers, even though--in spite 
of the strike--production in 1959 actually exceeded 1958. Foreign 
products flowed into the country to satisfy this demand, while 
there was an insufficient supply for U.S. export markets. During 
1960, as demand in the U.S. fell while prosperity continued in 
other areas, conditions were reversed. Accordingly, imports 
declined, while exports exceeded the level of the year before. 

The accompanying table illustrates these trends. 


Neither exports nor imports have ever accounted for a very 
large proportion of U.S. steel production. In 1960, exports 
accounted for only 4.2% of U.S. production, and since 1950 have 
averaged 4.4% of industry production.1/ The level of exports 
during the last three quarters of 1960 was well above the annual 
rate during 1958 and 1959, and just about equal to the average for 
years shown in the table. However, since industry production was 
lower than 1959, the 1960 percentage of exports to production was 
higher than usual. 


Imports 


Data on imports shows a sharp decline from the peak early 
in 1960, a trend which appears to be continuing. Thus, the total 
for the full year was inflated by the large volume of steel that 
entered during the first quarter, steel that had been ordered 
during the strike. Data for the last three quarters of 1960 
indicate an annual volume of steel imports well below the level 
during 1959, although above that prevailing in the years before 
1958. The proportion of U.S. supply accounted for by imports was 
higher in 1960, because consumption of steel was at a low level 
during the latter half of the year, and because of the unusually 
large volume of imports during the first quarter. 


1/ Foreign Trade Trends, American Iron and Steel 
Institute, p. 64 (production equals total domestic 
mill shipments) 
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Imports and Exports of Iron & Steel-Mill Products2/ 


Percentage Percentage 
of Domestic of Total 


Exports Production* Imports U.S. Supply 

1953 3,063.6 3.6 1,750.8 z.. 

9 4.2 887.2 

9 4.6 1,082.0 
1956 4,370.9 5.0 1,491.9 3 
1957 5,454.2 6.5 1,305.8 x 
1958 2,904.0 4.5 1,837.4 2 
1959 1, 772.9 2.2 4,625.1 6.1 
1960 3,070 2 = a. 2 2/5 55 2 ar? 


791.8 


Ist Quarter 


— . 615. 1,205.3 


oe 311. 1,191.5 


he 270. 1,436.5 


lst 


2nd 
3rd 


648 


4th 


* “American Iron & Steel Institute (exports as a percentage 
of total steel-mill products shipped by domestic producers) 


Source: World Trade Information Service, U.S. Department of 
Commerce, Part 3, Nos. 60-6 and 60-42; American Iron 
and Steel Institute, Foreign Trade Trends, p. 64. 
1/ Includes castings and forgings; excludes pig iron, steel 
scrap and other steel making raw materials. 
2/ Partly estimated 
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The decrease in imports was partly attributable to the fact 
that European mills were overtaxed attempting to supply their own 
markets, and therefore reduced the proportion of their output in- 
tended for export to other countries. They have also taken ad- 
vantage of the high level of demand to increase prices, thereby 
reducing the price gap between imported products and those produced 
in this country. Also, since the U.S. industry was operating at 
less than half capacity, orders can be filled much faster from 
domestic sources. 


The largest share of U.S. steel imports has come from 
Western Europe, with Japan and Canada supplying most of the 
remainder. Canada and Western Europe are also the best customers 
for U.S. steel, with most of the remainder of exports going to 
South America. The Western European market had declined steadily 
since the early postwar period, until the trend was reversed in 
the past year, when booming economic conditions created a shortage 
of steel. 


In late October 1959, the United Steelworkers of America 
commented on the U.S. foreign trade situation with respect to 
steel in the following manner: 


“The United States is primarily a steel product 
exporting country rather than importing. As a rule, 
American steel products exports are several times 
that of imports, although both are relatively small 
in proportion to domestic production. Rises in imports 
always result from unusual circumstances ."1/ 


It might be noted that although the steel companies, during the 
1959 strike, attempted to propagate the theory that high wages in 
this country kept U.S. steel companies from being competitive with 
foreign producers, the American Iron and Steel Institute has now 
admitted that the union's analysis was correct.2/ 


Product Lines 


Movements in exports of most steel-mill product lines have 
been very erratic. However, this fluctuation does not produce a 
major disturbance in the industry, since only a small proportion 


1/7 Statement by Meyer Bernstein, The Issue vi bent 
Competition, Board of Inquiry, Created by Executive Order, Oct. 9, 1959 
2/ Foreign Trade Trends, American Iron and Steel Institute, p. 18 
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of total production enters the export market. Special circumstances 
(such as the petroleum situation which increased the exports of pipe 
and tubing in 1957) have temporarily altered the share of exports in 
some product lines, but usually exports have been quite small. 


Imports in most product groupings rose substantially in 
1959. Except for wire and wire products, these increases were 
attributable to strike-induced shortages. Other iron and steel 
products, such as nuts and bolts, tin cans, forgings, and fabricated 
structural items, show trends similar to those of steel mill 
products. The increase in imports was concentrated in product 
lines which had not been imported in any quantity in previous 
years. At the termination of the strike, those products slipped 
back to the relatively insignificant portion of the U.S. market 
they occupied in former years. 


Imports of wire and wire products (including nails have 
been increasing for several years. The Tariff Commission found 
that the rise in imports of barbed wire, a development which had 
been highly publicized, was not injuring the domestic industry. 
The Commission reported that domestic producers were all operating 
at substantial profits since they had increased their selling 
prices to make up for declining volume. In addition, they had 
made no attempt to compete with imports by producing inexpensive 
single-strand barbed wire which accounted for most imports. 

Since the Tariff Commission refused to give protection to domestic 
producers, it has been reported that they have recently taken 
steps to meet foreign competition. 


All data on foreign trade in steel have been presented in 
terms of tonnage. The picture is altered somewhat when imports 
and exports are reported in terms of value. For example, for the 
full year 1960 imports, measured in tonnage, exceeded exports, 
largely due to imports in the first quarter. However, the value 
of imports in 1960 was below that of exports. Imports of steel 
consist primarily of the lowest valued steel product (such as 
wire products), while U.S. exports are of the higher valued 
lines, so that a ton of steel exports is worth more than a ton 
of imports. U.S. firms are able to export the higher valued 
products because their prices are lower than the prices for the 
same types of products quoted by European steel mills, reflecting 
the technological advantage of U.S. producers in the production 
of these lines. 


In addition to direct exports of steel, it should be 
recognized that steel enters the foreign trade of the United 
States indirectly through trade in other manufactured goods 
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made of steel in whole or in part. Since the principal export lines 
of this country (such as machinery) use substantial quantities of 
steel, indirect exports of steel exceed indirect imports. In 1959, 
indirect exports were estimated to be 3 million net tons, about 
average for recent years. Indirect imports were up considerably, but 
still totaled only an estimated 1.2 million tons. Since the increase 
in automobile imports accounted for much of the rise in indirect 
imports of steel in recent years, the decline in imported cars during 
1960 will probably mean a reduction in indirect imports of steel. It 
is evident that the steel industry benefits substantially from foreign 


trade, regardless of the balance of its own trade account at any 
particular time. 
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3. The Textile Industry 


In recent years, the U.S. textile industry has been subjected 
to increasing competition from foreign producers, both in the domestic 
and in world markets. This competition has made inroads upon domestic 
production, a development which was more difficult to adjust to 

because it was superimposed on a longer trend of declining U.S. textile 
production, For not only has domestic consumption of many products 
traditionally made of textiles not kept pace with the growth of per 
capita disposable income, but other materials have displaced textiles 
for some of those uses, The result has been that the total output of 
textiles has remained relatively constant over a long period of time, 
in spite of a growing population, 


Textile Employment and Wages 


Employment in textiles generally has declined far more than 
output. Although many very old plants continue in operation, newer 
ones using the most modern machinery are much more efficient, Industry 
output has shifted toward those fabrics which use less labor per yard, 
especially the synthetic fibres, which can be woven at higher speeds. 
In some cases, increasing work loads have been forced on workers, 

These factors have combined to increase productivity in textiles at 

a rate of about 5% per year for the post-war period, higher than the 
U.S, average for all industries, Since output has not increased, 
rising productivity has meant decreasing employment in the industry, 


Gains from increasing productivity have not gone to the workers, 
Their wages have fallen farther behind those in other manufacturing 
industries, reflecting the location of textile plants in small towns, 
many of them in the South where they remain unorganized, The pressure 
of competition has prevented manufacturers from increasing the prices 
of textile fabrics; this has been another factor holding wages down, 


The problem of foreign trade in textiles has been a difficult 
one, Nevertheless, some industry statements which attempt to imply 
that imports are the primary or only cause of the industry's problems 
are net correct. Imports (and to a lesser extent, the loss of export 
markets) have aggravated problems that existed before foreign com- 
petition became noticeable and would remain even if imports were 
entirely excluded, 


The following discussion is specifically in terms of textile 
fabrics, It should be recognized that imports of apparel, discussed 
in the next section, also have a bearing on production and employment 
in the domestic textile industry, The conclusions of that section 

should be related to the present section on textiles. 
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EMPLOYMENT, MANHOURS, PRODUCTION AND PRODUCTIVITY 
OF THE BASIC TEXTILE INDUSTRY, 1947-58 


Production Workers?/ Product ion2/ Productivity Average®/ 
Employment Manhours (millions (Sq. yds per Hourly 
(thousands) (millions) of sq. yds) manhour ) Earnings 


1947 768,7 1, 589 14, 373 9.0 1.04 
1948 784.3 1,603 14, 446 9.0 1.16 
1949 680.9 1, 322 12,658 9.6 1.19 
1950 718.5 1, 490 15,216 10.2 1.24 
1951 707.9 1, 438 15, 000 10.4 1.33 
1952. 654.3 1,320 14,056 10.6 1.36 
1953 642.6 1,307 14,977 11.5 1.37 
1954 567.5 1,123 14,387 12.8 1.36 
1955 566.0 1,185 15, 284 12.9 1.39 
1956: 549.5 1,143 15,615 13.7 1.45 
1957 513.7 1,040 14,655 14,1 1.50 
1958 476.8 955 14,154 14.8 1.51 
1959 477.0 1,014 15, 178 15.0 1.57 


19604/ 461.0 970 14, 800 15.3 1.62 


pt Covers scouring and combing plants, yarn and thread mills and broad- 
woven fabric mills, 

2/ Broad-woven fabrics 

3/. Textile Mill Products” 

4/ Partly estimated 


Compiled by Textile Workers Union of America, Research Department 

Sources: Production workers — U.S, Bureau of ‘Labor Statistics. 
Production and Productivity - Computed from U.S. Bureau of Census 
Earnings - U.S,.Bureau of Labor Statistics 
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PRODUCTION AND IMPORTS OF WOVEN FABRICS MADE OF WOOL 


(1,000 pounds) 


a = 


Imports 
Production Total Japan Italy U.K, 
1954 230, 794 9, 309 368 896 6, 496 
1955 259, 782 14,345 1, 337 1,536 9,101 
1956 268, 056 17, 342 2,735 1,857 9,719 
| 1957 242,819 15,959 3,774 1,716 8,103 
1958 223,976 16, 405 5,177 2,872 6,241 
1959 258,950 22, 488 5,047 8,246 6,904 
1960 n.a. 25, 600 n.a, nea. nea, 


(Jan,-Aug.) 
n.a. - not available 


Source: U.S. Department of Commerce, World Trade Information Service 
Part 3, No. 60-26 


Note: U.S. production of woolens and worsteds fell from 515.8 million 
linear yards in 1947 to 284.2 million linear yards in 1954, the 
year the table, presenting data in thousands of pounds, begins. 
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Woolen Textiles 


Apparel uses, primarily in the manufacture of men‘s and 
women's suits and coats, account for 98% of woolen and worsted fabrics. 
Imported fabrics have been of considerable importance for some time, 
especially for the more expensive grades of clothing where they 
imparted a certain additional element of prestige to the garment. 

The higher quality materials require much more labor (both absolutely 
and relative to the wool content) than do cheaper ones, so that 
differences in wage costs become more important in expensive fabrics. 


Historically, Britain has been the supplier of most quality 
imported materials. More recently, Japanese manufacturers, bene- 
fiting from lower wage costs, have been able to produce high quality 
fabrics at a lower price than the English, and have taken a large 
part of the market for more expensive suit material. 


Although some foreign-made woolen fabrics, mostly British, 
have always entered even at fairly high tariff levels, the flow of 
imports was undoubtedly stimulated by reductions negotiated in 1947, 
which reduced the duty to 25% ad valorem from the old rate of 45%. 
The United States reserved the right to revert to the old schedule 
if the volume of imports exceeded 5% of domestic production. In 
recent years, owing to increasing amounts of imported fabrics, this 
“trigger"point has been reached earlier each year. 


Beginning in 1959, large amounts of Italian material were 
imported into this country. Unlike British and Japanese fabrics, 
this was lower quality material, produced by cottage labor under 
decidedly substandard conditions. Much of the material was produced 
from reused wool. While U.S. law requires labeling of such fabrics, 
this requirment was often ignored, and the Federal Trade Commission 
found it almost impossible to police foreign-made goods adequately. 


Total imports of woolensand worsteds reached record 
proportions in 1959 of 22.5 million pounds. The figure for the 


entire year of 1959 was exceeded in the first six months of 1960.2/ 
A large proportion of this was Italian. 


New Tariffs 


Because of this experience, a new tariff structure went 
into effect on woolen textiles at the beginning of 1961. The new 


1/ It should be noted that most imports come in during the 
early months of the war, in order to take advantage of 
the lower tariff that was in effect before the trigger 
point was reached. 
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duty rate is a flat 38%, with a minimum charge of 76 cents per pound. 
Under these provisions, fabrics valued less than $2.00 per pound will 
be subject to an effective rate that exceeds 38% per pound. 


The effects of the new tariff provisions are not yet fully 
discernable. Both Japanese and British fabrics have been able to find 
markets even after paying the old 45% duty that went into effect after 
the trigger point had been reached. The Italians are reported to be 
shifting to higher grade cloth made of virgin wool, in order to avoid 
the impact of the new schedule which weighs most heavily on the type 
of product in which they had specialized. 


It is unlikely that imports of woolen farbics will decline 
under current conditions. They now account for approximately 10% of 
all wool suiting fabrics consumed in the U.S. (15% on a yardage 
basis) ,2/and have contributed to the decline in output of the 
domestic industry, a trend that has been taking place for several 
decades. 


As indicated above, production in the woolen branch of the 
U.S. textile industry has declined for other reasons besides the 
increase in imports. Changes in consumer preferences within textile 
fibres, resulting in substitution of synthetics for wool (as, for 
example, the case of orlon sweaters), and displacement by non- 
textile materials have decreased woolen consumption. 


U.S. tariff policy on raw wool has probably contributed some- 
what to the decline in the use of wool. Even though total domestic 
wool consumption is lower than it was several years ago, domestic 
supplies of raw wool are sufficient to meet only about half of 
domestic requirements. However, the duty imposed on imported raw 
wool operates to increase the costs of those domestic textile pro- 
ducers who must have recourse to imported raw materials. Although 
an equivalent charge is levied against imported fabrics (in addition 
to the duty on the fabric as such), the duty on raw wool makes 
woolen textiles more expensive relative to competing materials and 
thus contributes to the displacement of wool by other materials. 


Cotton Textile 


In the last few years there has been a shift in the balance 
of trade in cotton textiles. While exports in 1954 were more than 
eight times the volume of imports, by 1959 exports were only twice 
the import volume. In 1960, imports exceeded exports, the first 
time this has happened since 1875, according to the Commerce 
Department, 


1/ Exports are negligible 
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Although exports have declined moderately, most of the 
change has resulted from a large increase of imported goods, which 
increased from 73 million square yards in 1954 to 240 million 
square yards in 1959. In the first eleven months of 1960 alone, 
imports totaled 420 million square yards, 75% more than the total 
for all of 1959. 


The Commerce Department reports domestic production in 
linear instead of square yards, making it difficult to compare 
with foreign trade. Nevertheless, it appears that, in 1959, 
imports accounted for about 2%-3% of U.S. production of cotton 
textiles. In 1959, however, cotton textile production was higher 
than in 1958 and slightly higher than the total for 1957. Although 
production ran 24% ahead of 1959 in the first half of 1960, it fell 
off in the last half so that the total for the year is estimated at 
about 2% below that of 1959. At this rate, the higher volume of 
imports approaches 5% of U.S. production. 


Domestic Consumption Down 


It is impossible to evaluate the impact of foreign trade on 
cotton textiles without considering other factors which affect the 
industry. Cotton textiles have not shared in the growth of the 
economy in recent years. As noted above (page 28) consumption of 
textiles (all fibres) has remained at about the same level for the 
entire post-war period. Sales of cotton textiles have been affected 
by the introduction of new products suitable for the same uses. as 
those in which cotton has traditionally been employed. 


In apparel, cotton fibres must meet competition from syn- 
thetic fibres such as rayon, nylon, orlon, etc. which offer certain 
features not found in cotton fabrics. In non-apparel uses, cotton 
textiles have also been losing out to other materials. In 1947 
the two largest end uses of cotton were for bags and tire cord. 
Other materials have displaced cotton for both of these purposes. 
In many other industrial uses paper and plastics have displaced 
textiles. In the home, paper napkins, table cloths and cleansing 
tissues, as well as draperies, upholstery, and shower curtains 
made of synthetic materials, have pre-empted fields in which 
cotton was formerly dominant. 


Other materials have displaced cotton not only because 
of superior features, but because technological developments have 
made them much cheaper than formerly. In the case of paper bags, 
for example, technological advances in packaging machinery, the 
development of stronger more durable paper containers, and 
reduction in production costs of paper have combined to make 
possible a paper container that is just as satisfactory for 
many uses as a cotton one, but costs about one-half as much. The 
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Wall Street Journal reported recently the development of woven paper 
cloth, which promises *: have many advantages in products which now 


use cotton. . 


Even changes outside of those affecting cotton or competing 
materials themselves have worked to the disadvantage of cotton pro- 
ducers. Increasing laundry costs, as well as improvements in paper 
products, have influenced the growth of disposable paper napkins, 
table cloths and tissues. 


In the face of rapid changes elsewhere, new cotton products 
have been relatively few. However, despite the uncertain future 
of the textile industry, according to the Commerce Department 
investment in new plant and equipment in 1960 exceeded that in 
any year since 1948. We are not able to determine the allocation 
of this investment among the different sectors of the textile 
industry, but the same source notes a decline in the total number 
of spindles and looms in cotton mills because of “extensive re- 
placement of older equipment with newer, higher speed machinery 
/which/ has actually increased the industry's capacity."1/ 


Japan Import nd oO 


Table III presents data on imports of cotton cloth. Several 
years ago, Japan was by far the leading exporter of cotton textiles 
to the U.S. After U.S. producers became alarmed at the volume of 
imports, the Japanese were persuaded to impose export quotas on 
all cotton manufactures (including apparel as well as textiles) 
destined for the United States. This "voluntary" quota for all 
cotton products (including apparel and made-up goods) now amounts 
to the equivalent of 247.2 million square yards of cotton cloth. 


Within the overall quota, limits on the export of specific 
amounts of certain specified products were also imposed. The 
quotas for cotton textiles are given in Table IV. 


A comparison of Tables IV and V reveals that in no year 
since quotas were established in 1957, have the Japanese been 
able to fill their overall quota for cotton cloth. In 1957 and 
1958, after the imposition of the voluntary quotas on Japanese 
products, Japanese exports of cotton cloth to the U.S. declined 
from the level of 1956, but significantly, Japan's share of 
total imports remained stable, since cotton cloth imported into 
the United States in 1957 from countries other than Japan 


4/ Business & Defense Services Administration, 


Department of Commerce, Cotton Textiles, 
Outlook for 3961 and Review of 1960, p. 4 
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Table IV 


“Voluntary” Export Quotas Imposed on Japanese Cotton Fabrics 
(millions of square yards) 


Group I 


Cotton Cloth 

Ginghams 

Velveteens 

Other fabrics, 
Sheeting 
Shirtings 
Twill & sateen 
Poplin 
Yarn dyed fabrics 
Other fabrics 


(an additional limitation is placed on fabrics in this category 
made from comb warp and filling) 26.0 


Group II 


Made-up goods 30 million square yards 
Pillowcases 
Dish towels 
Hankerchiefs 
Table damask 
Other items 


Source: Problems of the Domestic Textile Industry, 
Hearings before a subcommittee of the Committee 
on Interstate and Foreign Commerce, U.S. Senate, 
85th Congress, 2nd Session (Resolution 287), 
Part 4, page 1652. 
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Table V 
U.S. Imports of Cotton Cloth from Japan 
1953-1960 
(1,000 sq.yd.) 


1953 1954 1955 1956 
Japan 30,665.7  47,803.9 99, 533.7 142 ,942.7 


All countries 64,244.3 73,476.0  133,142.5 188 ,247.8 
Percentage of 48% 65% 75% 76% 


total coming 
from Japan 


Jan-Sept. 
1957 1958 1959 1960 


86,522.4 104,048.7 98,989.1 66, 434.0 
122,446.4 141,539.5  240,371.7 367,097.5 


71% 74% 41% 18% 


Source: U.S. Bureau of the Census, Report No. FT-110, 
United States Imports of Merchandise for Consumption. 
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actually declined 20% from the 1956 level and remained there in 1958. 
This was in spite of the fact that some Japanese items were tran- 
shipped to third countries for the purpose of evading the quota. 

The explanation for the decline in imports that springs most readily 
to mind is, of course, the recession that struck the United States 
in 1957 and 1958. 


As other nations entered the U.S. market in the last two 
years, the Japanese share in the total has declined rapidly. 
Illustrative of the comparative ease with which countries enter the 
export market is the rise in U.S. imports from the following 
countries; Spain, which sent 34 thousand square yards of cotton 
cloth in 1958, but over 39 million square yards in the first nine 
months of 1960; Egypt which shipped 800 thousand square yards to 
the U.S. in 1959, but more than 37 million in 1960; and Portugal 
whose exports to the U.S. rose from 4 million in 1959 to 28 million 

in the first three quarters of 1960 (See Table III). The fact 

that such sudden increases could occur, seems to indicate that 

the present flow may be only preliminary to a much greater volume 

as even more developing nations enter the textile market as 

exporters. 


Attempts to negotiate quota systems with other producers, 
| such as Hong Kong, have so far been unsuccessful. It is evident 
that this approach is doomed to move from one “crisis” to another, 
since the long-run effect is to reallocate sales from countries 

which agree to the quota to non-quota producers. 


Increase in Foreign Capacity 


Textile capacity has expanded recently in other parts of 
the world, especially in underdeveloped areas. The textile 
industry is one which does not require large amounts of capital 
equipment, and can be built up in a minimum of time, especially 
since only a moderate amount of skill is required from its work 
force. In addition to these advantages, textiles are products for 
which there is almost universal demand. Therefore, it is not 
surprising to see countries establish a textile industry to meet 
their own requirements, as an early part of their development 
programs. In order to protect their developing textile industry, 
many of these countries have erected barriers to U.S. goods. 


When countries decided to enter the export market. in an 
attempt to earn foreign exchange to be used to finance further 
economic development, more problems arise. Since labor cost is 
an important part of the total cost of textile production, these 
areas have an advantage over older textile centers which are 
located in countries where overall productivity--and hence 
wages--is higher. Although differences in fringe benefits 
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and social costs make direct comparison of wage levels impossible, 
after allowing for differences in productivity, Japanese textile 
producers, and even more so those in less developed countries, 
enjoy a labor cost advantage over U.S. producers. 


Labor cost is by no means the only advantage foreign pro- 
ducers enjoy. Payments for raw cotton account for about half the 
total cost of domestically produced cotton textiles. Because of 
the government's price support program domestic textile mills must 
pay considerably more than the world price for raw cotton. The 
two-price system gives foreign textile producers a cost advantage 
over domestic mills, which, when added to their labor cost advantage, 
permits them to sell textiles in the United States at lower prices 
than those of domestic mills. The price support system, by 
increasing the cost of cotton products, has also contributed to 
the displacement of cotton by synthetic and by paper. 


Exports 


U.S. textile exports have declined as capacity has expanded 
elsewhere. As noted above, U.S. producers are at a cost dis- 
advantage compared with most other areas. However, despite the 
higher prices, exporters feel that they could increase their sales 
if restrictions imposed by many countries were lifted. The recent 
increase of sales of American textiles in Britain and Germany 
following relaxation of some import restrictions in those countries 
seems to bear this out. 


Restrictions included prohibitive duties, quotas, and 
difficulties with licenses and foreign exchange conversion. At 
the recent Special Conference on Export Trade Promotion, held 
under the auspices of the Business and Defense Services Adminis- 
tration, the potential of GATT negotiations to enlarge markets 
for U.S. textiles was discussed. In Western Europe, the import 
restrictions which now hamper sales of U.S. textiles have been 
imposed in an effort to protect textile producers in those 
countries, who have experienced problems very similar to those 
of the U.S. industry. 


Thr M Disrupti 


It is probable that if the textile market were expanding, 
the industry would be much less concerned over imports. Most 


4/ It does not harm U.S. exports at present because there 
is a subsidy payment to exporters of cotton textiles 
to offset the disadvantage of higher domestic cotton 
prices. 
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advocates of protection for textiles note that the problem is not 
fully illustrated by the proportion of the market currently taken 
by imports, but point out that the threat of increasing volumes 
causes disruption of the domestic market. According to the testimony 
of Prof. Seymour E. Harris before the Pastore subcommittee, it "is 
the psychology of_the thing. I was very much impressed by the 
tremendous fear /that businessmen have of imports/." “The American 
producer says, ‘Look at the Japanese. They have modern techniques 
they learned from us: they have a lot of ideas of their own; 

they produce cheaply, and they are going to concentrate all this 
on the United States market...and where are we going to be?'. So 
that the result is a great fear to invest or to do anything, and 
even though the fear is exaggerated, it is genuine, and it does 
have serious effects upon the industry." It might be noted that 
the Japanese have not concentrated their output of textiles on 

the U.S. market. Japanese exports of cottom cloth to the United 
States in 1960 declined for the second consecutive year, despite 
an increase of total U.S. imports of cotton cloth and an increase 
both in Japanese production and total exports of the product. 
Japanese exports to the U.S. were only 2.3% of Japanese pro- 
duction in 1960, as most of their exports went to Asian countries. 


As implied by the foregoing quotation, the impact of 
imported goods on the cotton textile industry is not the soie 
reason for the industry's present difficulties. Part of the 
problem undoubtedly stems from the failure of the industry to 
take steps toward solving the other problems the industry faces. 
However, the experience of the textile industry illustrates the 
serious effect a sudden increase in imports from low wage 
countries can have on an industry in which labor costs loom 
large and which is beset by many other problems. 
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4, The Apparel Industry 


The group of apparel industries ~~ like textiles -- are competi- 
tive industries that have experienced sudden surges of imports from 
low. wage areas, Although the totals have, in most cases, been small, 
the rate of increase has been large, usually much larger than the 
rate of increase in domestic production, Domestic producers and 
unions see nothing that would limit the proportion of total sales in 
‘this country taken by imports in many apparel lines, and therefore 
fear that. the present. volume is merely the first trickle of a 
potential deluge. 


In evaluating the situation, it must be considered that the 
present sources of apparel imports are by no means the only possible 
ones, Indeed, because of the ease with which underdeveloped countries 
can:begin to produce apparel (because of the low level of techno- 
logical, capital and labor skill requirements), and the necessity 
for those countries to earn foreign exchange to finance industrial- 
ization projects, it is quite likely that other countries will in 
the future attempt to enter the U.S, market, 


Since labor costs make up a high proportion of total costs 
in apparel manufacture, imported apparel can be sold here at a lower 
price than similar apparel produced domestically, In addition, 
since the fabrics used in the production of the kinds of apparel 
imported usually cost less in those countries, foreign apparel 
manufacturers hav¢ an advantage in both of the two largest elements 
of manufacturing cost, 


Small quantities of apparel have always been imported from 
Europe and elsewhere, but it was increases in imports of Japanese 
products which caused the most concern, These imports tended to 
be concentrated in a few types of garments, and within types, in 
certain price lines, usually the lowest ones, Since U.S, firms 
commonly specialize both by kinds and price-lines of garments, 
the impact of imports was borne most heavily by certain firms or 
groups of firms, This produced problems within the industry which 
were greater than would otherwise have been indicated by the pro- 
portion-of imports to production, Actually, compared to total 
United States apparel output valued at more than $11 billion a year, 
imports of all apparel appear relatively small, 


Although the impact has been felt by only segments of the 
apparel industry, producers not affected directly fear they may 
be subject to the same problems’ in the near future, and, in 
addition, feel some indirect impact from shifts in domestic pro~ 
duction caused in part by imports, However, such predyst ion shifts 


are difficult to sift out from the continual shift ng of consumer 
preferences that constitute one of the normal hazards of doing 
business in the industry, 
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Men's and Boy's Clothing - Shirts 


Table I presents data on production and imports of cotton 
shirts. In 1959 imported shirts took a slightly larger share of 
the market than in 1958 (columns 15 & 16). In 1960, the total 

volume of shirt imports remained about the same, but there was a 
shift away from sport shirts to dress shirts, which had previously 
made up only a small part of the total. 


The rate of increase of imported shirts for 1959 over 1958 
(column 12) is greater than the rate of growth of domestic pro- 
duction (column 8). However, the actual increase in dozens of 
shirts was greater in 1959 for domestic production than for imports 
(compare column 7 with column 11). 


In 1960, of course, not all categories of shirt imports 
moved in the same direction. However, of the groups of shirts 
where imports increased markedly (cotton dress shirts), the number 
of increased imports was below the increase in domestic production 
(columns 9 6 13). The percentage rates of growth of shirt imports 
are large because the total number is small compared to domestic 
production. It is apparent also (from Table I) that the percentage 
rate of increase of imported shirts is smaller for more recent 
years than it was for earlier ones (for example between 1954 and 
1955 the increase was more than 100%). 


A tabulation by the Commerce Department indicates that 
production of men's dress shirts in the first nine months of 1960 
increased about 16% over the same period in 1959, while production 

’ of cotton sport shirts increased 21%, partially at the expense of 

sport shirts made of other fabrics. It appears particularly 

interesting that imported cotton sport shirts declined in a period 

when domestic production increased. A closer look at Table I 

reveals that despite increases in the past two years, domestic 

production has remained relatively constant in the last few years, 
while imports have taken the increment in total consumption. What 
these data do not reveal however is that most imports are in the 
lowest price lines, and that these shirts are not usually directly 
competitive with shirts of higher price. Therefore the impact of 
imports on domestic production has fallen most heavily on domestic 
producers of low priced shirts (both dress and sport types). 

Furthermore, there is a fear that there may be a sharp increase 

in shirt imports in the future. After Japan imposed voluntary 

quotas which applied to cotton shirts, Hong Kong stepped in and 

has now become the major supplier of U.S. shirt imports. If 
other countries enter the U.S.market as rapidly as both Japan 

and Hong Kong did, and if they specialize in certain lines, this 

would further disrupt the domestic industry. 
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Suits, Coats and Trousers 


Information on men's and boy's suits and coats for 1958 and 
1959 is presented in Table II. Note that, although imports of all 
coats and separate trousers increased sharply, domestic production 
also expanded as total sales increased. However, data for the first 
nine months of 1960, (not shown in the tabulation) indicate that 
the production of tailored dress and sport coats declined 4% in 
1960, while topcoats were off 11%. Imports of all coats (except 
raincoats) also fell sharply during the period to about half the 
1959 level. (See Table III). According. to the Commerce Department, 
“Retail trade reports indicate that the car coat and suburban coat 
is being purchased at the expense of the more formal overcoat or 
topcoat, "1/ It may be noted that domestic production of topcoats 
(as well as suits) has been declining for the entire postwar period. 
Producers of these: garments have suffered from declining demand so 
that even a small number of sales lost to imports are felt by the 
domestic industry. 


Domestic production of separate trousers increased slightly 
over last year, judging by data for the first nine months. Table III 
indicates that imports of these items are considerable, possibly 
five times the volume of two years ago. Mosc of the increase 
originated in Hong Kong. This item illustrates the dramatic in- 
creases that. can occur in imports of apparel. 


Imports of men's suits have been so small that until 
February of 1960, no separate classification existed in import data. 
Imports from February to October (the last month for which informa- 
tion is available). totaled 23,000 suits, of which 13,000 came from 
Japan and 5,300 from the United Kingdom. This appears to be less 
than the volume that came from Japan alone in 1959 (Table II). At 
the same time, domestic production of suits was up 4% in the first 
nine months of 1960. It might. be noted that the Japanese imposed 
a quota of 120,000 suits for the U.S. market, but it appears that 
enly a fraction of this will be filled. The domestic industry and 
the unions have been critical of the establishment of a quota 
which is much larger than. any previous volume of imports, and 
might. foreshadow a much larger penetration of the U.S. market in 
the future. 


1/ U.S. Department of Commerce, Business and Defense 
Services Administration, Men's and Boy's Apparel 


Industries, Qutlook for 1961 and Review of 1960 
(ER-60- 71) 
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Women's and Children's Clothing 


Tables IV through VI compare imports and production of 
selected items of women's and children's apparel. Imports have 
increased the past two years in all lines but brassieres, which 
fell slightly in 1960. 


Blouses 


As in men's clothing, imports of women's and children's 
clothing are concentrated in the lowest priced lines. Data on 
production by price lines are available for blouses and dresses, so 
imports have been compared with the lines which seem to correspond 
most closely to the kind of imported goods now entering the country 
(Table IV). 


Since 1954, imports of blouses have increased substantially 
(see Table V). The largest increases occurred in 1955 and 1959. The 
declines in 1956 and 1957 were the results of the voluntary quotas 
adopted by Japan, which was at that time the principal supplier. 
Hong Kong and other areas have entered the market in the last two 
years. 


In the same interval, however, production of cotton blouses 
has expanded much more, on an absolute basis, than have imports. 
Total sales of blouses have increased because of a style trend, 
and cotton has made inroads on the share of other fabrics from 
which blouses are made--principally rayon. Thus, imports have 
been concentrated in an area in which the domestic market was 
expanding rapidly, a situation which would ordinarily imply no 
damage resulting to domestic producers. However, two factors 
weaken this conclusion. Note as shown in Table IV, that imports, 
measured against production of low priced blouses, have taken a 
substantial share of that market, and that imports continued to 
climb in 1960, although low priced cotton blouse production 
declined. In addition, the combination of style shift and imports 
has probably reduced output to some extent in blouses other than 
cotton, or perhaps in sweaters, dresses or other garments that 
may be worn alternatively instead of cotton blouses. It is, of 
course, impossible to measure such indirect impacts of imports. 


Dr a Garment 


Imports of women's dresses had been neglible until 1960. 
A sudden unexpected increase in imports of low priced cotton 
dresses has resulted in the share of imports becoming noticeable 
in this line in only one year (Table IV). Note, however, that 
production declined more than imports, and higher priced cotton 
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dresses also suffered a decline. Part of this decline may be attri- 
butable to the increase of blouses, and part to the effect of the 
1960 recession, but neither of these developments seems to have 
reduced imports. 


Children's dresses and sweaters exhibited behavior similar to 
that of women's dresses, with production declining slightly while 
imports continued to increase (Table VI). In both lines of garments, 
imports have captured a relatively small segment of the market, but 
since imports are generally in the lower priced lines, a direct 
comparison between imports and domestic production of comparable 
garments would indicate a higher percentage of the market taken by 
imports than is the case when total production in those lines is 
taken as the standard of comparison. In addition, total imports 
of women's knit outerwear (including sweaters, knit dresses, etc.) 
apparently increased more rapidly than other items mentioned here, 
since the value of all imports of knit wear increased 28% in the 
first nine months of 1960 (Table VII), despite a 50% decline in 
imports of knit underwear. 


The increase in domestic production from 1958 to 1959 was 
valued at about $250 million, but the increase in the following 
year was very small, about $6 million. The value of domestically 
produced women's apparel thus remain at a little over $6% billion. 


As shown by Table VII, the value of imports of women's 
apparel for the year 1960 was up sharply from the level in 1959, 
although the increase was smaller than that of the preceding 
year, These data are not suitable for comparing imports and 
production. The import figure is based on the value at the 
foreign port of shipment; when transportation costs, import 
duties, importer's margins, etc. are added, the value of imported 
goods becomes much larger. Estimating such charges is quite 
tenuous, of course, but it appears that on this basis, imports 
total somewhat less than 10% of the value of U.S. production. 
Anyway one views the situation, it is plain that imports of 
women's apparel are about twice the level they were two years 
ago, while domestic production has not increased as rapidly as 
have imported goods. 


ort 


So far we have not mentioned apparel exports. Although 
there are some exports of men's dress shirts and a few other items, 
these are of little consequence. Many of the factors discussed 
in the section on textiles apply also to apparel exports. 
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However, there may be a possibility that U.S. exports of 
apparel could increase a modest amount if import restrictions in 
various countries were removed. The “Made in U.S.A." label commands 
a certain amount of prestige abroad, so that some American clothing 
can command the higher prices that it must sell for, Recent 
experiences with women's dresses and children's clothing in England 
and Western Germany suggest that there is a market for U.S. apparel. 


It should not be expected that any surge of exports could 
become large enough to wipe out the present trade deficit in this 
industry. American clothing is desired primarily because of its 
style leadership. Foreign producers will not find it difficult 
to copy styles or make arrangements to manufacture U.S. styled 
garments in their own countries. 
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PRODUCTION AND IMPORTS OF WOMEN'S COTTON BLOUSES, 1954-1959 


1954 1955 
Women's blouses (1000 dozen): 
U.S. production 
Imports 
Japan 
Hong Kong 


Imports as a percentage of 
U.S. production 


All imports 
Japan 
Hong Kong 


n.a. - not available 


1956 


1957 


8, 968 


10,610 


1958 


1959 


10,326 
3,147 
2,135 

935 


Source: U.S. Department of Commerce, World Trade Information Service, 


Part 3, No. 60-26. 


12,670 
4,134 
2,127 
1,971 


Table V , 
: , na, na, | 
was 2,010 1,564 _— 
a : n.a, n.a, : ae 
‘ n.a, n.a. n.a, n.a, 30. 5% 32.6% 
se 2.9% 27.9% 22.4% 14.7% 20.% 16.8% a 
_ n.a, n.a. n.a. n.a. 9.1% 15.6% ; 
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| P| 
51 


Table VI 


Production and Imports of Sweaters 
(thousands of dozens) 


Domestic Imports as Percent of 
Year Imports Production Domestic Production 
1958 240 9,660 2.5% 
1959 320 10,075 3.2% 
1960* 600 9,825 6.1% 
Increase 
1958-60 
Thous. doz. 360 165 
Percent 250% 1.7% 


Production and Imports of Brassieres 
(thousands of dozens) 


Domestic Imports as Percent of 

Year Imports Production Domestic Production 
1958 1, 750 14,165 12.4% 
1959 2,680 15,180 17.7% 
1960* 2,320 15,480 15.0% 
Increase 

1958-60 
Thous, doz. 570 1,315 
Percent 32.6% 9.3% 


Production and Imports of Children's Dresses 
(thousands of dozens) 


Imports as Percent of 


Imports Domestic Production Domestic Production 
Children’s Cotton All Cotton All Cotton 
Dresses 
1958 125 9,065 7,765 1.4% 1.6% 
1959 210 9,825 8,500 2.1% 2.5% 
1960* 300 9,725 8,415 3.1% 3.6% 
Increase 
1958-60 
Thous. doz,175 660 650 
Percent 240% 7.3% 8.4% 


* Partly estimated 
Source: U.S. Bureau of Census 
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Table VII 


Value of Women's Apparel Imports, 1958-60 


(in millions of dollars) 


1958 1959 


Garments made of woven fabrics $88.7 $140.8 


Knit wearing apparel 29.4 41.9 


Corsets and brassieres 3.3 7.0 


Total 123.5 189.7 


* Partly estimated 
Source: U.S. Bureau of Census 
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5. The Machinery Industry 


The machinery industry is actually a group of industries 
manufacturing products which, though highly dissimilar, have in 
common the fact that they are used as equipment for the manu- 
facture of other goods, Most of these industries can be classed 

as exporting industries, since they export more than the volume 

of imports shipped into this country, Exports of all kinds of 
machinery, in 1959, amounted to $3.7 billion, over 20 percent of 
the value of all U.S. exports, In the same year, imports of 
machinery amounted to only $656 million, which was itself, however, 
an all-time high, For the first eleven months of 1960, both 
exports and imports exceeded the levels for the same period in 1959, 


Table I provides data on total exports as well as indicating 
the machinery lines most important in U.S, foreign trade, Unfortunately, 
the data from Table I cannot be used to estimate the importance 

of U.S. producers* export markets related to the size of their total 
output, since the export data have not been compiled on a comparable 
basis with domestic production, For example, much of the export 

total consists of used machinery, Although the existence of a 

sizeable export market for used machinery undoubtedly stimulates, 

to some extent, the production of new machines which replace the used 
ones exported, a ratio based on Table I would tend to overstate the 
importance of exports to U.S. production, 


Although machinery exports include almost every machinery 
product, those types which account for the largest share of domestic 
production also loom largest in foreign trade, The largest sub- 

group consists of industrial machinery; of this, the largest single 
industry groups are construction machinery and metalworking machinery. 
Because the term machinery includes such a diversity of products,and 
also because adequate data for all machinery lines are not available, 

the following discussion will center on the most important export 

lines, Many of the factors affecting the export situation for these 
lines have more general applications within the whole machinery industry, 
although in each product line some unique characteristics are reflected 
in trends for that particular product, 


Metalworking Machinery 


Metalworking machinery (also referred to as “machine tools") | 
is basic to an industria] economy, being used to produce all kinds of 4 
metal manufactures -- including other types of machinery, Metal- 

working machinery is commonly classified in two sub-groups according 
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to the type of operation performed: metal-cutting machinery performs 
turning (lathes), drilling, planing, grinding, and similar operations, 
while metal-forming machinery consists chiefly of presses and forging 
machines. Domestic production (as well as exports of metal-cutting 

machinery) is larger than that of metal-forming machinery. 


Table II presents the proportion of production exported in the 
various product lines making up the machine tool industry. Note that 
in most lines, exports account for a larger percentage of the value 

of shipments than of the number of machines, implying that it is the 
more complex and expensive U.S. machines that are being exported. 


It should be emphasized that Tables I, II, and III have been 
compiled from data from three different sources, and are not compar- 

able with one another. The National Tool Builders’ Association 

reported exports of $113 million of*metal-cutting machines for the 

year 1960, which accounted for 22 percent of total production of 

$508 million (see Table III). The proportion was higher in the last 

part of the year, both because foreign shipments increased, and be- 

cause domestic shipments declined. Foreign shipments reached an all- C 
time high of $42 million in the last quarter of the year. This 

amounted to one-third of domestic production. Exports remained at 

that level in January of 1961, the. latest month for which figures are 

available. The proportion of net new orders accounted for by foreign 

buyers was slightly above that of shipments during the same period. 


Data on metal-forming machines reveal trends similar to those 
in metal-cutting types. For the year, foreign shipments accounted 
for 26 percent of the total production of $114 million. Table III 
shows that the metalworking machinery industry has exported increasing 
quantities of its products in recent months. Furthermore, the propor- 
tion of total shipments accounted for by exports has risen even faster 
than the increase in absolute volumes of exports. 


The European Economic Boom 


These developments have been caused by several factors, of which 
probably the most important is the differing levels of economic activity 

between Western Europe and the United States during most of 1960. Where- 

as European tool builders were operating at full capacity with heavy 

backlogs of orders that impose long delivery times, U.S. producers were 

able to fill orders in a much shorter time, since the domestic industry 

was operating at only about half capacity. Therefore much of the re- 

cent increase in U.S. machinery exports has been because orders could 

not be filled in Europe. Since the recession has reduced domestic ma- e. 
chinery orders to such a low level, the great increase in the proportion . 
of machinery shipments going to foreign buyers has been the result of 
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Table III 


Production* and Exports of Machine Tools, 1960 
(Millions of dollars) 


Metal-cutting types 
Exports as a Percentage 
Production Exports of Domestic Production 


lst Quarter 127.8 17.5 13.6 
2nd Quarter 13%.6 27.0 19.8 
3rd Quarter 117.0 26.6 22.7 
4th Quarter 126.2 42.2 33.4 

Total 507.6 113.3 22.3 


Metal-forming types 
Exports as a Percentage 
Production Exports of Domestic Production 


lst Quarter 30.0 5.1 17.0 
2nd Quarter 31.1 6.8 21.9 
3rd Quarter 29.0 T.2 24.8 
4th Quarter 24.1 10,1 41.9 

Total 29.2 25.6 


Source: National Tool Builders’ Association. 


*Shipments of Machinery Manufacturers. 
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both an increase in exports and a decrease in total U.S. production. 
If domestic shipments were to increase, exports would loom less im- 
portant to U.S. manufacturers, but in the last year, had domestic 

tool builders been deprived of their export markets, they would have 
been in bad shape, indeed. 


The European boom has increased U.S. machinery exports to 
that area for reasons not entirely connected with the long lead 

time required before delivery of machines from European builders. 
For one thing, it has attracted increased investment by American 

firms. Many of them have ordered the same machinery they use in 

production in this country. 


More importantly, along with the prosperity, Europe has 
experienced a serious labor shortage in many areas, Firms wishing 
to expand have been reluctant to do so for fear that they would not 
be able to recruit a sufficient labor force to run the plant. An 
obvious way to diminish the labor supply problem for the individual 
firm is to install labor-saving machinery so that output can be pro- 
duced with a smaller work force. 


American machinery has long been designed to attempt to mini- 
mize the amount of labor used in the final product. More attention 
has been paid to this factor in this country because wages are higher 
here. In other words, high wages have spurred the technological de- 
velopments that have resulted in much American machinery becoming 
more efficient than that produced elsewhere, and the subsequent 

design advantage has enabled U.S. manufacturers to win export markets. 
The more complex, and more expensive, machines are the ones which make 
up the bulk of export sales. This is the explanation for the fact, 
noted earlier, that the percentage of exports to U.S. production is 
greater when measured by value than when measured in numbers of 


The high proportion of automation equipment and other special 
purpose machines in U.S. export totals has been widely noted. For 
this class of machinery -- though American prices are higher -- the 
machines are more efficient. Therefore, the cost of production, 
using these machines, is less than it would be using other machines 
whose initial cost is lower, but which require the use of more labor 
in the production process. 


Since demand for this type of machinery has been relatively 
slight in other parts of the world (where wages are lower than in the 
United States), other machine tool producers are not presently equipped 
to produce it. However, wage rates are rising in Europe, so that it 
way be assumed that the present trend toward wider use of labor-saving 
machinery will continue or even accelerate. In these circumstances, 
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it is unlikely that European machinery producers will make no effort 
to bring out. competitive machinery of their own. 


While most of this machinery has been directed toward Europe, 
an increasing market. for U.S. machinery has developed in Japan. It 
is reported thatthe Japanese are attempting to improve the quality 
of their products and therefore need the types of machines built in 
the United States. 


It is not completely certain how much of an absolute techno- 


logical lead the United States has in these products. Only by 
continuing technological developments can this advantage be retained. 


Standardized Machines 


The more standardized machines have, of course, less potential 
for achieving and maintaining a design advantage for U.S. producers. 
However, in contrast to the special purpose machine, there are ad- 
vantages to be realized from mass production of such machines. 


The domestic machinery industry has been criticized of late 
for failing to achieve the maximum attainable productive efficiency. 
It is reported that the Russians have made progress in producing 
standardized machines by mass-production methods, but producers in 
this country have lagged. behind. Although some efforts have been 
made to develop standardized fittings and "“buildingblock" components, 
the price of U.S.-produced machinery could undoubtedly be lowered if 
these procedures were pressed further. 


However, the European machinery industry may soon begin to 
mass-produce machinery. Since manufacturers in Europe have always 
been attuned to export sales, they will have an additional motivation 
for. reducing the cost. of their machinery through mass-production 
techniques, and, if successful,. will be formidable competitors in 
world markets. With the growing demand for machinery from the de- 
veloping countries, it is essential. that the U.S. machinery industry 
become as efficient as possible in order for.U.S. exports of ma- 
chinery to remain high. 


In the short run, with prosperity continuing in most of the 
other more industrialized countries and the underdeveloped countries 
expected to increase their requirements for machinery, informed opin- 
ion looks for a high level of U.S. machine tool exports. Over the 
longer period, U.S. producers will face stiff competition in world 
markets. Success depends on design superiority, in the case of spe-. 
cial purpose machines, and adoption of cost-reducing mass-production 
techniques in the case of the standardized, basic machinery which is 
required by underdeveloped countries. 
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Other Industrial Machinery 


Table IV shows production and exports of construction machinery 
for the first three quarters of 1960 (export totals for 1959 are not 
available). Most of this equipment consists of heavy earth-moving 
machinery of the type used for highway construction. Some of it is 
unique to the U.S. industry, having been developed here in response 
to the magnitude of construction projects on our extensive highway 
system. Large foreign construction projects (some of which are under 
contract to U.S. construction firms), especially in mountainous ter- 
rain, depend on U.S. construction machinery. 


It may be noted that of the remainder of the industrial ma- 
chinery section of Table I, power generating machinery appears to 
consist primarily of gasoline and diesel internal combustion engines, 
These are separate from engines intended to power any kind of vehicle, 
although outboard motors, exports of which have been rising recently, 
appear to be included. 


Imports of industrial machinery are slight, compared to exports. 


Imports of all industrial machinery came to $175 million in 1959, more 
than one-third of which was sewing and textile machinery. 


Electrical Machinery 


About one-fifth of machinery exports, but almost two-fifths of 
the imports consists of electrical machinery. Of this group, exports 
have taken a somewhat smaller share of domestic production than ap- 
pears to be the case with industrial machinery. However, in both 
power generating equipment and radios there have been complaints about 
imported products. In the case of heavy electrical equipment, the cry 
of low-wage import competition raised by some producers was obviously 
not valid, in view of the recent conviction of those same firms for 
extensive price fixing. It has been calculated that profits were so 
excessive under this system that even if the U.S. manufacturers had 
paid nothing to their workers, thereby reducing prices by the amount 
of total wage costs, their bids would still have exceeded those of 
foreign firms. In some cases, purchasers of equipment deliberately 
filled their orders from foreign sources in an attempt to undermine 
the domestic cartel. 


For radios and television sets, taken together, both imports 
and exports have been growing, with exports now running about twice 
the value of imports. However, neither exports nor imports account 
for more than a smal] part of domestic production. Although the 
data_provide no separate breakdowns, most imports appear to be 
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inexpensive portable transistor radios. In fact, imports have built 
the market for such radios. Recently, Japan has applied a quota on 
exports of these products to the United States. The Commerce Depart- 
ment is currently conducting a study on the problem to determine if 
imports are damaging domestic producers. 


Office Machinery 


Of the industries listed at the bottom of Table I, the most 
interesting perhaps is office machinery, where both imports and ex- 
ports have been rising, although most of the publicity has gone to 
the import side. Imports totaled $49 million in 1959, and about $70 
million in 1960, while exports estimating from Table I have increased 
from $145 million in 1959 to approximately $200 million in 1960. 
Therefore, it can be seen that the increase in exports for the year 
was almost equal to the total amount of imports. 


The data for the total obscure trends for individual products. 
Here we find that imports consist of relatively simple machines -- 
typewriters, adding machines, etc. -- while exports are more compli- 
cated devices such as electronic computers. It should also be noted 
that while Western Europe is our strongest competitor in these prod- 
ucts and provides most of the imports, it is also the best customer 
for U.S. machines. 


The fact that an Italian firm has recently purchased a U.S. 
company and commenced the manufacture of typewriters in this country 
indicates that reasons other than differences in wage costs have 
contributed to the success of imported typewriters in this country. 
According to a recent newspaper article which reported an interview 
with the Italian manager of Underwood, since the company has been 
taken over by the management of Olivetti: 


"Underwood has tripled its physical output, reduced 
production costs 30 percent, increased employment at its 
Hartford plant by 30 percent, raised wages 5 percent and 
committed itself to another 5 percent boost this year, 
increesed its exports of standard typewriters nearly 
100 percent and of electric typewriters more than 
250 percent.” 1/ 


1/ Washington Post, March 29, 1961, p. Bll, columns 4 and 5. 
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1/ 


Business Week —' reports that typewriter plants of all U.S. producers 
are now being modernized, a move that became necessary because 
“production was just not efficient enough to compete." 


Significantly, the domestic typewriter industry has succeeded 
in controlling prices (even for used typewriters) for many years. As 
the result of imports and the new management at Underwood, other manu- 
facturers have been forced to reduce prices. For example, the price 
of the lowest-priced portable of one maker was reduced from $79.95 to 
$49.95. 2/ 


The situation in the machinery industry illustrates how im- 
portant technological advantages are in U.S. foreign trade. The 
machinery industries are able to export what is in some cases a sub- 
stantial proportion of their total production because of the fact that 
they produce more highly developed products than those available else- 
where. In industries where technological advances have lagged behind, 
there is little possibility of underselling other countries where 
wages are lower, except in those cases where the size of the U.S. 
market makes production possible at such volumes that costs are low- 
ered substantially. This analysis implies, in general, that maintain- 
ing our position in world markets will require imagination and ini- 
tiative on the part of U.S. producers and that they must compete as 
fully and aggressively as foreign manufacturers have always done in 
world trade. 


1/ March 18, 1961 issue, pp. 126-134. 
2/ ibid. 
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” CHAPTER FOUR + Background Factors in Current Trade 


Picture . . .Labor Cost Differentials 
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There are a number of special factors which must be considered 
in developing a foreign trade policy for the United States attuned to 
the requirements of the 1906s. Among the most important of these are: 


(1) The effect of differentials in labor costs between the 
U.S. and other countries on America's foreign trade position. 


(2) The impact of regional economic integration in Europe and 
Latin America on U.S. foreign trade. 


(3) The critical requirements of the less developed countries 
for trade opportunities. 


While there is no one unifying theme running through these 
factors, they all have two things in common. First, they have a 
definite effect on the foreign trade potentialities of the U.S. Second, 
their impact must be carefully appraised in arriving at an effective 
and appropriate foreign trade policy. 


Wages in the U.S. are higher than anywhere else in the world. 
Indeed, with the exception of Canada, there is no country whose wages 
even begin to approach U.S. levels. However, this has been true for 
a long time. Indeed, as is generally recognized, it was the high 
level of wages in the U.S. which made it possible for America to be 
the first country to enjoy the benefits of a mass-production, mass- 
consumption economy. 


This does not mean that because U.S. wages have traditionally 
been higher than those abroad, they always have the same influence 
on U.S. foreign trade opportunities. As will be indicated below, 
there can be a vast difference between the differentials between 
money wages, on the one hand, and unit labor costs on the other. Yet, 
it is only the latter which are determining in international competi- 
tion. It is also important to note that the extent of a differential 
in unit labor costs has a definite bearing on international trade, 
not just the mere presence of any differential of whatever magnitude. 
Finally, it is a truism to say that competition takes place only 
when there are competitors. 


One reason the question of differentials in wages and labor 
costs did not receive much attention in discussions of foreign trade 
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until the past few years is that in the immediate postwar period the 
U.S. had virtually no competition in international trade. The war- 
ravaged countries of Western Europe as well as Japan were devoting 
all of their resources to restoring their economies, and in this 
effort they needed U.S. assistance which, whether financed by us or 
not, took the form of U.S. exports of a vast variety of products. 
But this situation could not be expected to continue indefinitely 
once these nations had regained their economic feet. While their 
expanding economies and improved purchasing power made them greater 
than ever customers for American products, they also began to ship 
their products to the markets of the world both in the U.S. and in 
other markets to which the U.S. had been shipping. In short, com- 
petition was restored to international trade and U.S. firms, for 
the first time since World War II, had to compete with foreign 
firms in the world's markets and in markets at home. 


It was at this point that the question arose as to whether 
U.S. goods were priced to compete in world markets and the influence 
that differentials in wages and labor costs might have on our 
ability to compete. It was also at this point that cool minds 
recalled that higher U.S. wages, by and large, had not restricted 
America's trading capacity during the pre-World War II period. 


Since the U.S. has had higher wages than the rest of the 
world, it has been natural for us to tend to export products 
generally involving a high level of technology and capital invest- 
ment and a relatively low labor content and to import those with 
a higher labor content. Of course, there are many exceptions to 
this general rule. Moreover, we do have in the U.S. some in- 
dustries where labor cost is a relatively high proportion of 
total cost (though hourly wages may be low relative to wages 
in other industries) which were once flourishing export industries 
and have only recently begun to be affected by imports. Clothing, 
both men's and women's, and textiles are examples of such 
industries. 


Unless there are some restrictions!/ placed on imports of 
such products from such places as Japan, Hong Kong and Formosa, 


such U.S. industries will not be able to compete with firms 
abroad paying very much lower wages. While in some cases, U.S. 
technology may be superior, in such soft goods industries 
especially it is unlikely to be enough better to compensate for 


1/ The question of what kind of restrictions and of what 
duration is discussed in Chapter IX. 
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extremely wide differentials in wages. Thus, to the extent that 
less developed countries with very low wage levels begin to export 
manufactured products, this will create increasingly difficult 
problems for U.S. firms in such industries. 


International Wage Trend Comparisons -- 


However, this is only one part of the international labor 
cost picture. While it is true that U.S. wages are higher than those 
abroad, they have been rising less rapidly than in most of Western 
Europe, and it is Western Europe which provides our main competition 
in international trade. 


There is, of course, no question that U.S. wages are still 
much higher than those paid to workers in Western Europe. A com- 
parison made by the French National Institute of Statistics and 
Economic Studies shows the following figures for average hourly 
wage costs (wages plus fringe benefits) in manufacturing industries 
in April 1959: 


U.S. $2 .68 
Sweden 1,08 
West Germany . 78 
Switzerland eee 
United Kingdom 277 
Belgium 74 
France e7l 
Italy -61 
Netherlands my I 


It should be stressed that these figures are hourly wage 
costs. They include fringe benefits but they are not related to 
productivity. Since they take no account of the productivity of 
labor in the respective countries, they provide no indication of 
differences in unit labor costs. As is pointed cut by a publication 
of the Chase Manhattan Bank: 1/ 


"U.S. businessmen considering investments in 
Europe should not be misled by the great differences in 
wage rates that show up in this study, however. They are 
just one part of a cost analysis. While lower wage rates 
can help make it more profitable to produce some products 
in Europe, rather than in the U.S,, this is far from being 
the general case. Also to be considered: 


1/ Chase Manhattan Bank, Report on Western Europe, 
June-July, 1960. 
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“Hourly wage data may understate actual labor costs. 
The U.S. worker is supported by more capital equipment -- 
for instance, materials handling devices--which increases 
the amount of work he can do in an hour, Also many U.S. 
manufacturers in Europe have found that the skilled 
European laborer is not quite so effective as his U.S. 
counterpart--not because he is less skilled, but because 
he is oriented toward craftsmanship and perfection 
rather than inventiveness and maximum output. 


“Other costs, such as for raw materials, fuel, 
power and construction, may be higher than in the U.S. 
It is overall unit cost that must be considered. Many 
products can be produced cheaper in the U.S. despite 
much higher wage rates." 


Moreover, wages have been rising faster in Western Europe 
since World War II than in the U.S. Thus, from 1950 to 1958, wages 
in the six countries of the European Common Market (West Germany, 
France, Italy, Belgium, Netherlands and Luxembourg) rose an average 
of almost 8 percent a year, while in the U.S. the average annual 
increase was about 5 percent. 1/ 


Unit Labor Costs -- 


For the period 1953-59, the increase in average earnings 
plus fringe benefits per hour for the U.S. was less than for any 
of these other major industrial countries: France, Western Germany, 
Italy, Japan, Netherlands, Sweden and United Kingdom. (see Table I). 


However, because of varying rates of increase in prductivity, 
the rise in unit labor costs for the U.S. for the same period was 
greater than for some of these countries and less than for others. 
Unit labor costs from 1953 to 1959 seem to have decreased slightly 
in France, Italy and Japan. In the U.S. they rose by about 5 
percent but this increase was less than in Western Germany, 
Netherlands, Sweden and the United Kingdom. (see Table I). 


A comparison of labor costs. in the steel industry in 
different countries graphically illustrates how greatly they 
may vary from mere hourly wages. In 1957, average gross hourly 


1/ ibid. 
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Table I 


Change in Wages and Labor Costs 
1953 - 1959 


Percent Change Percent Change 
in Wages 1/ ‘in Unit Labor Costs 


France 

Western Germany 
Italy 

Japan 
Netherlands 
Sweden 

United Kingdom 
United States 


1 2/ 
10 2/ 

9 

7 
27 
18 


25 
3 a 


++tteteteer+ 


Source: Philip Arnow, Assistant Commissioner of Labor Statistics, 
U.S. Department of Labor, "Foreign Trade and Collective 
Bargaining", 1960, Statistical Appendix, Table C-4. 


Average hourly earnings and fringe benefits per production 
worker 


1958 


AFL-CIO estimate 
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1/ 


wages~’ in the steel industry were in the U.S. nearly fives times 
as high as in France and nearly three times the level in Belgium, 
Yet, in the same year, a comparison of representative plants in 
the same industry showed that the total labor cost (including 
fringe benefits) in the U.S. plant was only 28 percent of sales as 
compared wit) 31 percent for the French plant and 36 percent for 
the Belgium.2/ In other words, the labor cost per unit of sales 
was somewhat lower in the U.S., despite the much higher level of 
hourly wages. 


This apparent paradox can be explained by two important 
factors. First, fringe benefits of all kinds are a much higher 
proportion of total labor costs in the European countries than 
in the United States. Thus social benefits of all kinds for a 
representative French steel company in 1959 amounted to 56 
percent of wages and salari 5 as compared with only 11 percent 
for a typical U.S. company Second, the productivity of the 
U.S. plants is very much greater than for their European com- 
petitors. Thus in 1959 employing about the same number of 
workers on a 6 day week, the French company produced only half 
as much steel as the American company whose employees were on 
a five-day week. ~ 


1/ Average direct wages (time or piecework) including cost 


of living allowances, any allowances for overtime, night 
or Sunday work, and bonuses of various kinds. 


These comparisons based on information, primarily from 
company reports, received from the International Metal- 
workers Federation and the United Steelworkers of 
America. The companies were: U.S.-Youngstown Sheet and 
Tube; French-ARBED (Acieries reunies de Burbach-Eich- 
Dudelange) - Creusot; Belgian-S.A. Cockerill-Ougree. 


Information, based on company reports, received from 
United Steelworkers of America. The companies were: 
U.S.-Youngstown Sheet and Tube; French-Lorraine- 
Escaut. 
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Wages Abroad Likely to Rise Rapidly -- 


There is good reason to believe that wages abroad will con- 
tinue to increase more rapidly than in the United States. Western 
Europe is now developing the kind of mass-production economy known 
in the U.S. for a long time. This will mean rapid strides in 
productivity, an accelerating pace of economic activity and, 
especially with the impetus of regional economic integration in 
the European Common Market and the European Free Trade Association 
(see Section V), much broader markets and, therefore, greater 
efficiency in the entire European economy. 


European workers through their unions are already demanding 
that they receive their fair share of the fruits of this economic 
progress in the form of both higher wages and fringe benefits and 
shorter hours. In other words, just as achievement of a high 
degree of industrialization and regional economic integration 

will make their economy more like ours, so also will it narrow 
the gap between the wages and incomes of European workers and 
those of workers in the U.S. 


While progress will undoubtedly be slower and perhaps less 
dramatic in the less developed countries, even these countries are 
bound to witness significant increases in wages. This will not be 
because of philanthropic motives of employers but because of 
increased efficiency on the one hand, and demands of workers for 


a share in the increasing returns of the developing industries, 
on the other. 


Recent experience in Japan points to the possibility that 
there will be lags in this process. Figures of the Japanese 
Ministry of Labor and the Japan Productivity Center indicate 
that wages have not been keeping pace with productivity. Thus, 
from 1955 to 1959 productivity in manufacturing in ae increased 
by 31 percent, but wages advanced only 19 percent + 


These gaps between productivity advances and wage rises 
have been greater in some Japanese industries than in others. 
Furthermore, in some industries, wages have out-paced productivity. 
Nevertheless, it is noteworthy that in such industries as textiles, 


1/ Japanese Ministry of Labor, Monthly Statistics and Research 
Bulletin, August 1960,p.37; and Japan Productivity Center, 


Productivity Research Center, Quarterly Journal of 
Productivity Statistics, November 9, 1960, pp.6-7 and 12-17. 
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rubber and ceramics, whose exports to the U.S. have increased meeneety 
-in recent years; productivity has significantly outstripped Wages ,.- 


Even in Japan, however, the situation seems to be in flux 
and recent wage increases in the highly industrialized sector of 
Japanese industries have been sizeable. A survey of 252 big industrial 
companies conducted by Tokyo Keizai, the most highly reputed Japanese 
economic periodical, shows a wage increase of 9.8 percent from July 
1959 to July 1960 and for light electronics firms, 13 percent. 
Business Week (November 26, 1960) reporting on this development also 
states that Japan's minimum wage law, though still very inadequate, 
is beginning to have some effect. Business Week concludes: “Some 
day in the not-too-distant future, Japan will have to seek her 
competitive advantage otherwise than in ‘cheap labor‘.” 


Indeed every effort should be made to hasten the day when 
Japan*s trade is no longer based on low-wage labor. Help to demo- 
cratic Japanese trade unions in cooperation with the international 
trade union movement as well as action by international agencies 
such as the GATT to promote international fair labor standards 
are needed to stimulate improvements in wages and labor standards 
in Japan. (see Chapter IX) 


It goes without saying, however, that while wages in the 
newly industrializing countries will improve, there will continue 
to be a wide gap between their wages and those in competing 
industries in industrially advanced countries, especially the U.S. 
In those industries in less developed countries in which produc- 
tivity begins to match ours and production is on a large enough 
scale to permit effective participation in international markets, 
the wage differential will continue to be so wide as to make 
competition by American firms all but impossible. As has already 
been noted, this kind of competition will present the most 
difficult problems to U.S. industries where labor costs are 
large relative to total cost. 


On balance, it would appear that differentials in labor 
costs will be one of many factors influencing the course of world 
trade in the years to come. As far as the U.S. is concerned, it 
is clear that the continuance of the traditional gap between 
America and foreign workers, which may, however, be narrowing 
should not place us in a disadvantageous position from the stand- 
point of our foreign trade as a whole. There is every reason to 


1/ ibid. 
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believe that by and large the U.S. will continue to compete both 
in domestic and foreign markets despite continuing higher wage 
levels than the rest .of the world. 


As has been stated, this general conclusion will not 
necessarily apply to some industries, of which textiles and apparel 
are noteworthy examples. Measures which may be appropriate to 
meet the requirements of our overall trade position will therefore 
have to be supplemented to meet the special needs of these in- 
dustries. The ways in which this may be accomplished are dis- 
cussed in the concluding. chapter of this report. 


One thing is certain, the fact that the U.S. has a higher 
wage level than other countries cannot and must not serve as an 
excuse for us to adopt a restrictionist trade policy. This would 
be true in the absence of special considerations. It is doubly 
true in the light of the special factors discussed below with 
respect to trends toward regional economic integration and the 
problems in the less developed countries. 


This does not mean that we should not discuss questions 
of labor costs, wages and labor standards in considering tariff 
and trade policy. On the contrary, as is more fully developed 
in Chapter IX, both protection of hard-won labor standards at 
home and improvement of wages and working conditions of workers 
abroad should be prime objectives in our foreign trade policy. 
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CHAPTER R FIVE : | 
eo ... Regional Economic Integration 


A new development in the world trade scene is the organization 
of regional economic groups in Europe, Latin America, and perhaps 
later on in other areas of the world. Recognizing limitations of 
national barriers on trade opportunities, the countries which have 
joined together in these groups aim toward early complete dismantling 
of tariffs and other restrictions on trade among the member nations 
of these groups. 


In the case of the European Common Market (consisting of West 
Germany, France, Italy, Belgium, Netherlands and Luxembourg), the 
achievement of a broad market covering 170 million people is only one 
phase of a more extensive effort toward economic, social and perhaps 
even political coordination in what the six member nations call the 
European Community. The ECM will soon have a common uniform tariff 
structure for goods coming in from outside their Community with no 
restrictions on trade among the six member countries. 


However, whether integrated to the extent of the ECM or not, 
these recently organized regional economic groups have one objective 
in common. Their purpose is to strengthen and expand their economies 
by broadening their markets. For the United States, as will be indi- 
cated below, they present both a serious challenge and a significant 
opportunity. 


In addition to the ECM, three other groups have already been 
established. Their main features and objectives will be described 
below. One is the European Free Trade Association, the so-called 
Outer Seven whose members are United Kingdom, Sweden, Norway, Denmark, 
Switzerland, Austria and Portugal. In addition, Finland is likely 
soon to become an associate member of the EFTA. 


In Latin America, two groups have been formed, the Latin Ameri- 
can Free Trade Area (LAFTA) and the Central American Common Market 
(CACM). The LAFTA, comprises all South American countries except 
Bolivia, Colombia and Venezuela plus Mexico. The CACM includes Costa 
Rico, El Salvador, Guatemala, Honduras and Nicaragua. 
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European Common Market 


The ECM was established by the Treaty of Rome in 1957. This 
Treaty laid down the framework of the European Community. It pro- 
vided not only for the ECM (officially known as the European 
Economic Community) but also the European Atomic Energy Community 
(Euratom). In addition, it incorporated as one of its arms the 
European Coal and Steel Community (ECSC) which the six member na- 
tions had set up in 1951 in order to pool the production of coal, 
iron and steel in the six countries. Indeed, this whole effort to 
integrate in a fundamental way the economies of these six nations 
had its inception in the so-called Schuman Plan for coal and steel 
first proposed by French Foreign Minister Robert Schuman and the 
later broader proposals of Jean Monnet, first president of the High 
Authority of the ECSC. What is particularly important as we view 
the success of this effort in its beginning stages is that the U.S. 
has from the very inception of the idea of European regional inte- 
gration given its wholehearted support and encouragement. 


In addition to its tariff and trade policy, the ECM has had 
a number of other objectives: 


(1) To achieve gradual equalization of social benefits and 
working and living conditions of workers in the six countries begin- 
ning with application of the principle of equal pay for equal work 
by men and women. 


(2) To work toward a common fiscal and monetary policy. 


(3) To establish common rules and regulations governing 
cartels and monopolies. 


(4) To adopt a common agricultural policy. 


Two other important features of the European Community are of 
particular significance: 


(1) The Rome Treaty specifically provides for meeting adjust- 
ment problems arising from the trade policies of the ECM. It seeks 
to meet the problems of “readaptation" (or, in our customary term, 
readjustment) on a Community-wide basis. A European Social Fund, 
financed by contributions of the six member nations has been estab- 
lished to reimburse 50 percent of a member nation's outlays for 
retraining of workers, or resettlement of workers if that becomes 


necessary, and payments to workers temporarily unemployed or on 
short-time. 


75 


vie ee eke 
Ait 
" 7 Be § 
a iy 
Y i 
A i} 
it ’ ‘ 
poet | i 
5 : 
" : i 
4 ’ i 
iz ; t) 
i | i 
< i N 
} : 
a) i 
i 
oa : 
ben Bea 
ane eee 
z ia: ae ie, 
ae abs bis & 
? Duty 
my th ny any 
ee 
ee i 
hi - 
’ 
¥ 
Mi 
ee eres 
Sane es 
Shae ee ; 
tes Ri: 
"ee es 
+ ye 
4 
o 
ee 
; a) 
pasts 
ai : 
Sakis ie 
—— = — $a 
, ; — re 
7 : : : , 


(2) The Rome Treaty also sets up a European Investment Bank 
with a capitalization equivalent to $1 billion to finance three 
types of projects: 


(a) Projects for developing underdeveloped regions. 


(b) Projects for modernizing or converting enterprises, 
or for creating new activities which are called for by the 
progressive establishment of the Common Market and which by 
their size or nature cannot be covered by the various methods 
of financing in existence in each of the member nations. 


(c) Projects of common interest to several member 
nations which by their size or nature cannot be entirely 
covered by the various methods of financing in existence 
in each of the member nations. 


Fundamental to the success of the ECM is its policy in the 
tariff and trade field. Here the objective is to wipe out all bar- 
riers to trade among the six member nations while simultaneously 
establishing a uniform tariff structure for the goods coming into 
the ECM from nonmember nations including, of course, the U.S. 


The first tariff reduction within the ECM took place on 
January 1, 1959, with a cut of 10 percent. This reduction was also 
extended to all member countries of the General Agreement on Tariffs 
and Trade (GATT), of which the U.S. is a member, but only to the 
extent that no tariff duty would be below the level of the common 
tariff. It was contemplated that by stages, internal tariff bar- 
riers and other trade restrictions within the ECM would be complete- 
ly eliminated by the end of 1969. It is now anticipated that this 
goal will be reached three or four years earlier since the timetable 
for the earlier stages has been considerably stepped up. 


The schedule for internal tariff cuts already made or author- 


ized is: 
| 


January 1, 1959 10% 
July .1, 1960 10% 
December 31, 1960 10% 
December 31, 1961 10-20% 


Total - 40-50% 


The first cut made at the beginning of 1959 was extended to 
GATT member nations outside the ECM provided the resulting tariffs 
were not lower than the contemplated common external tariff level 

for particular items. Member nations of the ECM at their discretion 
were authorized to extend these subsequent tariff cuts to nonmember 
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countries, again provided the resulting tariffs would not fall below 
the common level. However, no decisions have been made as yet by 
member countries to extend any but the first reduction to nonmember 
countries. 1 


The original plan called for a reduction of internal tariffs 
of 50 percent by the end of 1965. Instead, it is now likely that 
this stage will be reached by the end of 1961. While the original 
goal for complete removal of internal tariffs by the end of 1969 has 
not officially been changed, it is now widely thought that this ob- 
jective will be realized at least three or four years earlier than 
the original target date. 


In addition to reducing its internal tariffs, the ECM, has 
also consolidated its external tariff structure applying to imports 
from nonmember countries. This common external tariff has been 
fixed at the arithmetical average of the tariffs in effect in the 
different ECM countries on January 1, 1957. It was officially 
adopted on February 12, 1960, but will, as in the removal of inter- 
nal barriers, be put into effect in a series of stages. 


Since the unified ECM tariff structure represents an average 
of the previous tariffs of member countries, it means that some 
duties are raised and others lowered. In general, French and Ital- 
ian tariffs will be reduced while those of Germany and the Benelux 
countries (Belgium, Netherlands and Luxembourg already had a common 
tariff structure) will be raised. 


European Free Trade Association 


Agreement to. establish the European Free Trade Association 
(EFTA) was reached on November 20, 1959. The member countries of 
this group, called because of their geographic location the Outer 
Seven (the ECM is often referred to as the Inner Six), are: 
Austria, Denmark, Norway, Portugal, Sweden, Switzerland and the 
United Kingdom. Finland is in the process of becoming an "asso- 
ciate member." 


1/7 On April 1, 1961, France unilaterally lowered tariffs by 5 to 
10 percent, depending on the product, for industrial goods 
coming from either other ECM countries or the rest of the world. 
The purpose of this tariff cut was to enhance competitive 
pressures on domestic industry and thus prevent further price 
rises. 
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The EFTA was established as a kind of counterweight to the 
ECM after efforts to establish a broader group including the nations 
in the two groups, and perhaps other Western European countries, had 
failed at least for the time being. Hopes to develop some kind of 
bridge between the ECM and the EFTA have not died, however. Indeed, 
the U.S. strongly favors continuing efforts toward that objective. 


The countries comprising the EFTA have a population of nearly 
90 million, only a little more than half of that of the ECM. Al- 
though the inclusion of Portugal means that the variance between the 
rich and poor nations in EFTA is greater than in ECM, the average 
per capita purchasing power is somewhat greater than in the ECM. 
This is, of course, because EFTA includes such relatively high income 
countries as the United Kingdom, Switzerland and the Scandinavian 
countries. 


Unlike the ECM, the main emphasis in the EFTA is on commercial 
policies as such. For various reasons, the EFTA countries are un- 
willing to yield their national sovereignty in other fields of econom- 
ic, social and political policies as the ECM countries have done. 

Thus unlike the ECM, the EFTA will not be a coordinated community of 
nations. Its aim is to broaden markets and thus strengthen the econo- 
my of all the member countries. But the EFTA arrangement provides no 
means for coordination of investment, manpower and other important 
economic policies. Although there may be consultations on these 
matters, each individual country will be free to make its own 
decisions. 


The EFTA, like the ECM, proposes to abolish internal tariff 
barriers among its member countries. However, unlike the ECM, there 
will be no common tariff structure applying to the goods of nonmember 
countries. Instead, each member nation of EFTA will maintain its own 
external tariff structure applying to non-EFTA countries. 


Internal tariffs in the EFTA are expected to be reduced on a 
time schedule closely paralleling the ECM's. The first cut, 20 per- 
cent, took place on July 1, 1960. With a 10 percent cut planned for 
each subsequent year, internal trade barriers are expected to be 
wiped out by the end of 1969, the original target date of the ECM. 
It is conceivable that the EFTA's time schedule will also be speeded 
up. It is noteworthy that in a recent meeting the EFTA decided to 
match the accelerated 10 percent cut the ECM made on December 31, 
ty by a 10 percent reduction in their internal rates on July 1, 
1961. 


SS hae Pe ose fel § 
i 4 
F ie 
i 
1 Ne 
ch K 
j t 
i i 
: ee : | 
k tf 
f . 
fe 
a 
: i ih J 
5 pin # 
Hares q . 
mbes ot eee 2 
Riggs: ante 
pen f SSW maa, 
a eee OR aeAEN. 
mn. ates ee 
re ve 
4 
7 
; ’ 
i 
: } 
, ee | 
i ‘ 
i 
i 
: Seer 
ik oa piss ee 
ee raat 
~ 
ry. 
“ahie 
Cae " 
ae Chae 
. 
2 


Latin American Free Trade Area 


The Latin American Free Trade Area (LAFTA) was set up by a 
treaty signed at Montevideo in January 1960. It includes all 
South American countries, except Bolivia, Colombia, and Venezuela 
plus Mexico. The combined population is 140 million, although the 
total income of LAFTA countries is only one quarter that of the ECM. 


Tariffs and quotas among the countries in LAFTA are to be 
removed within 12 years, but member nations have flexibility in de- 
termining how and when. Also member countries are to harmonize 
their external tariff policies as much as possible, but there is no 
formal plan for establishing a uniform tariff harmonization as in 
ECM. Regional integration of industrial sectors (presumably along 
the lines of the European Coal and Steel Community) may develop, 
but again no formal plan has been set forth in advance. 


The London Economist 1/ describes the LAFTA as "a half-way 
house between that of the European Community and the European Free 
Trade Association .... The conception is appropriate enough to a 
region whose internal trade is only a fraction of that of Europe 
and where customs procedures and the whole apparatus of business 
life are relatively rough and ready." The economies of the member 
countries are fairly similar to one another as well as geographical- 
ly linked. This ought to make possible a more rational distribution 
of industry and agriculture. However, only 12 percent of the trade 
of member countries is with each other. This is because of the low 
level of industrial development and dependence on exports of primary 
products to industrial countries, chiefly the U.S. The LAFTA is in 
part a reaction against European economic integration in which spe- 
cial arrangements have been made for the African tropical countries 
associated with the British Commonwealth and the French Community. 


The LAFTA represents an important step because it provides 
evidence that these countries are determined to avoid economic 
autarchy as their industrial development moves forward. This would 
facilitate more rapid and coordinated industrialization. 


Central American Common Market 


The countries comprising the Central American Common Market, 
set up in 1958, are Costa Rico, El Salvador, Guatemala, Honduras and 
Nicaragua. They have agreed to eliminate internal tariff barriers 

and establish a common external tariff structure. They also contem- 
plate measures to coordinate industrial development in their region. 


1] November 19, 1960, p. 150. 
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Thus, in theory at any rate, their arrangement is quite similar to 
the ECM. 


However, the actual situation is, of course, quite different. 
These five countries have a combined population of less than 11 mil- 
lion and average per capita income of less than $200. Their econo- 
mies are based on a few crops such as bananas, coffee, and cotton 
and these are the products that account for more than 80 percent of 
their total exports. Their trade among themselves amounts to less 
than 5 percent of their total trade so that the effect of removal of 
tariff barriers among them is likely to be minimal. 


The main significance therefore of the formation of the CACM 
is that it provides some indication of a desire on the part of these 
countries to develop their economies on a regional basis extending 
beyond their very restrictive national boundaries. It would seem 
likely that in order to maximize this effort, they would take steps 
to associate themselves with the broader LAFTA. 


Significance of Regional Integration for U.S. 


Although the U.S. is not directly involved in any of the 
regional groups that have been formed, we have generally encouraged 
and supported their establishment. Moreover, though we are on the 
outside of them, they must necessarily be a matter of tremendous 
concern to us. 


It has not been easy for the various nations that have 
joined together in these groups to iron out their differences and 
agree to dismantle the tariff barriers within their groups in a 
relatively short time. (Of course, the degree of integration in 
the ECM, as has been indicated above, is far greater than just re- 
moval of internal trade restrictions.) For one thing, it means a 
surrender of national sovereignty in an important area of economic 
policy, something no nation likes to do. Second, it means sub- 
jecting the industries of each member country to a far greater 
degree of competition than they have ever known before. Especially 
in the two European groups, this is bound to mean a significant re- 
shuffling of markets which will benefit some firms and their employ- 
ees but will bring serious hardship to others. 


Why, then, have these countries taken these historic steps 
to coordinate their economies? They have formed these groups be- 
cause they are firmly convinced that by broadening their markets 
they will be able to expand their economies more rapidly and thereby 
improve the wellbeing of their people. In this connection, it is 
especially noteworthy that the trade unions in the various member 
countries have been among the staunchest supporters of both the ECM 
and the EFTA. 


80 


4 | 
‘ WN 
i ii 
; 
Oh ¢ ie 
og \ 
i 
4 ; 
i x 
ae ; 
H{ i; 
{ c 
ce 
4 { y) 
Bs / 
f $1 
Sy, My 
Ph) : 
ei 
f . 
oe i 
Naas : <a Ba 
a < Dee s 
nee Cages 
Hea Seite 
oe Wea 
ee 
i 
au, i aia 
oe sea 
as agen 
Se Bor 
| ee 
4 
. 
° 
20 See 
eae va 28 
-s Bat 


Thus far their expectations have been confirmed. There is 
every evidence that the formation of the ECM (and to a lesser 
extent, the EFTA), even in advance of its full development, has 
been a powerful force in bringing about the current rapid economic 
advances in Western Europe. 


This has a two-fold significance for the U.S. First, since 
the countries in ECM and EFTA are our Free World allies, it is in 
our obvious interest that they should have strong, healthy, growing 
economies. Second, the expansion of their purchasing power is in 
our immediate direct economic interest because it creates vast new 
markets for the products of the U.S. We have witnessed what may be 
only the beginning of this sharpening of demand for American prod- 
ucts in the upsurge of U.S. exports during 1960. 


However, from the standpoint of the U.S., there is another 
aspect of this development we cannot ignore. As the tariff barriers 
disappear within these regional economic groups, American firms will 
be faced with the situation where they will have to pay tariff du- 
ties to sell their products in these countries while competing pro- 
ducers within these groups can offer their products to the same 
customers with no tariffs at all. Unless offset by other factors, 
this will place the American firms seeking to export their products 
at a serious disadvantage. 


Some American firms have sought to meet this problem by set- 
ting up branch plants in these areas so that they wiil have the 
advantage of the free trade within the areas. As will be indicated 
in greater detail below (see Chapter IV), serious questions may be 
raised regarding this course of action. 


The other alternative will be to provide an incentive for the 
ECM and the individual EFTA countries to reduce their external tar- 
iff barriers. Although the ECM did extend its first 10 percent 
reduction to nonmember nations without asking any reciprocal conces- 
sions, such generosity is unlikely to be continued. Thus the only 
way that the U.S. can expect reductions of tariffs from Western 
Europe is if we are prepared to reduce our tariffs, to something 
like an equivalent degree, on their exports to us. 


To date, the U.S. has been reluctant :to move substantially 
in this direction. In 1958, the Congress authorized the President 
to reduce U.S. tariffs by a maximum of 20 percent during the next 
four years. As a result of this action, tariff negotiations among 
all member nations of the GATT were scheduled to get underway in 
Spring 1961 at Geneva. But because our negotiators are limited in 
the tariff reductions they can offer to other countries not only by 
the Congressional percentage limitation, but also by our general 
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“no injury" rule, actual tariff cuts are likely to amount overall to 
less than 10 percent. If this happens, the reductions other nations 
will make on our exports will be of the same magnitude. Yet this is 
at a time when the ECM and probably the EFTA countries as well, would 
be prepared to offer tariff reductions approaching the full 20 per- 
cent Congress has authorized and perhaps more if they could get equal 
treatment in our markets. 


There are substantial and persuasive reasons why we in the U.S. 
are reluctant to make the kind of significant reduction in our tariff 
levels that the Western European nations seem ready to make. Perhaps 
the most important reason is that we have not developed the kind of 
measures needed to facilitate adjustment to changing trade patterns 
that the Europeans are setting up. This question is discussed in 
greater detail below in Chapter IX. The plain fact is, however, that 
unless the U.S. will take the necessary measures to permit exchange 
of meaningful tariff reductions with the European nations, we are 
likely to be substantially frozen out of the expanding markets of 
Western Europe. This would not only be detrimental to our interests 
in the U.S. but, in the long run, might be seriously divisive among 
the nations of the Free World. 
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Any consideration of trends and policies in world trade today 
must take account of the critical role of the less developed coun- 
tries. As both presidential candidates during the 1960 political 
campaign continually emphasized, the speed and character of economic, 
social and political development in the many newly emerging, newly 
independent, newly industrializing countries may well shape the 
course of human history in the decades and even centuries ahead. 

Not least in importance in considering the future of the newly in- 
dustrializing countries is the opportunity that will be open to them 
to participate widely in the trade of the Free World. 


They need the goods and machinery of the industrialized coun- 
tries to speed their own industrialization and improve their living 
Standards, They are thus vast potential markets for the products of 
the West. But to buy from the West, they must be able to sell their 
products in the markets of the industrialized countries. These are 
mostly raw materials and primary commodities such as agricultural 
products, minerals and fuels but also increasingly the simpler types 
of manufactures. 


There are many less developed countries and while they have 
in common incomes much lower than those in the industrial West, it 
is also true that no two less developed countries are alike. They 
differ in area, population, rate of population growth, availability 
of natural resources, proximity to Western ports, level of income, 
degree of industrialization and many other important characterictics. 
Thus, any discussion of "the less developed countries” necessarily 
involves generalizations which partly conceal actual diversity. 
Nevertheless, by Western standards they are all poor, they are seek- 
ing rapid economic progress and improved living standards, they de- 
pend to a considerable extent on exports of primary commodities. It 
is these common factors which make it worthwhile to discuss the less 
developed countries, and their problems and objectives, as a group. 


Less Developed Countries Need Trade and Aid 


There are some 100 non-Communist countries with a total popu- 
lation of 14 billion people which can he classified as less developed 
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countries. Their average per capita income is roughly $100, less 
than 5 percent of the United States level. Some 800 million are in 
non-Communist Asia, 220 million in Africa, more than 200 million in 
Latin America and over 35 million in the Middle East. They account 
for 40 percent of the world's population and are increasing at a 
rate of 2 percent a year. Although their living standards are ex- 
tremely low, they are trying to throw off as rapidly as possible the 
age-old burden of hunger, disease and ignorance. 


To achieve economic advances they have looked to the indus- 
trial countries, and especially the United States, for economic and 
technical assistance. While some aid has been forthcoming which has 
contributed significantly to the economic advancement of the less 
developed countries, it has not been nearly enough. Experts agree 
that at least an additional $3 billion a year of capital from outside 
sources is needed to permit even a 2 percent annual rate of growth in 
per capita income in the less developed countries and many estimates 
range much higher. As will be seen, it is extremely unlikely that 
exports from these countries will be able to generate sufficient in- 
come to meet requirements for even minimal economic growth. There- 
fore the AFL-CIO has strongly advocated an expanded and improved pro- 
gram, through both U.S. and multilateral channels, of economic and 
technical assistance to the less developed countries. 


Thus, "Trade Not Aid" never was and is not now an answer to 
the hopes for advancement of the less developed countries. But 
neither will "Aid Not Trade" meet the demands of their revolution of 
rising expectations. The less developed countries need from the 
West both large transfers of capital in the form of government grants 
and loans and private investment, and broadened markets for their 
exports. Both are needed to permit them to move toward industrial- 
ization and attainment of better living standards. 


It is clear that the less developed countries will have to 
expand their exports in order to carry out their development pro- 
grams. Yet, the experience of the past 25 or 30 years is that their 
position in world trade has actually become worse relative to that 
of the industrialized countries. 


According to a report of a Committee of Experts to the GATT/ 


1/ Trends in International Trade, A Report by a Panel of Experts, 
General Agreement on Tariffs and Trade, Geneva, October 1958, 
Table 2, p. 20. 
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exports from non-industrial countries just about kept pace with 

those from industrial countries from 1928 to 1957. However, this 

was Only because of the tremendous increase in petroleum exports 

from less developed countries. Petroleum exports accounted for more 
than half of the increase in the volume of exports from non-indus- 
trialized areas from 1928 to 1955. Since comparatively few countries 
are petroleum exporters, this means that exports from most non-indus- 
trial countries failed to keep pace with exports of industrial coun- 
tries. 


It is noteworthy that imports of non-industrial countries 
during the same period increased more than exports. From 1928 to 
1957 the volume of imports of non-industrial countries increased by 
103 percent while the volume of exports increased by only 51 percent. 
This was reflected in the shift in their trade balance from an ex- 
port surplus of about $1.7 billion in 1926 to an import surplus of 
about $3.4 billion in 1957, Again, the petroleum producing countries 
can be separated out since they have continued to have a sizeable 
export surplus in the postwar period so that the shift for other less 
developed countries is even greater than the above figures indicate. 
One expert has forecast that even under policies in the West favor- 
able to the trade of the less developed countries, their annual trade 
deficit could mount to $12 billion by 1973-75. 


Dependence on Exports of Primary Commodities 


Less developed countries depend to a large degree on exports 
of agricultural products, minerals and other primary commodities to 
the industrial countries. The exports of most developing countries 
are dominated by one or a very few such items. The following figures 
for South American countries showing the percent of export earnings 
for a single product highlight the problem: 
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Name of Country Product Percent 


Venezuela Oil 
Cuba Sugar 
Columbia Coffee 
El Salvador Coffee 
Chile Copper 
Guatemala Coffee 
Haiti Coffee 
Brazil Coffee 
Bolivia Tin 
Honduras Bananas 
Uruguay Wool 


Changes occurring in the economies of the industrial 
countries are slackening their requirements for the primary commodities 
of the less developed countries. One reason for the relative decline 
in exports of primary commodities is that technological improvements 
in the Western countries have made it possible for them to produce 
the same quantity of manufactured products with a smaller input of 
raw materials, Closely related is the development of synthetic 
materials -- such as the man-made fibers, synthetic rubber, plastics 
and many others, which have replaced natural raw materials. More- 
over, in some cases the industrialized countries have increased ex- 
ports of their primary products and reduced their imports accordingly. 
A GATT report aptly sums up the problem: 


"Thus, the paradox facing the low-income 
countries is that, while they cannot raise their output 
and real incomes without a substantial growth in imports 
from industrial countries, the industrial countries have 
been able to raise output and incomes with a diminishing 
proportion of imports from primary producing countries."1/ 


Need for Stabilization 


From the point of view of expanding their exports of 
primary commodities, the less developed countries need stable prices 
and increased purchases from the industrial countries, Stabilized 
prices of primary commodities can only be achieved through inter- 
national stabilization agreements, During the Eisenhower Adminis- 
tration, the United States was unfriendly to the establishment of 
such machinery, but it is to be hoped that the new Administration 
will take the leadership in this area. It is noteworthy that in a 
report prepared for the President's Commission on National Goals, 
John J, McCloy, Chairman of the Board of the Chase-Manhattan Bank, 


1/ International Trade, 1959, General Agreement on Tariffs 
and Trade, Geneva, 1960, p. 53 
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has recommended that the U. S, “should assume leadership in joint 
efforts on the part of the industrialized and less-developed nations 
to deal with the problem of commodity prices as part of a general 
development program."1/ 


In addition to stabilized prices, steady growth and 
avoidance of sharp ups and downs in the volume of exports of primary 
commodities are also essential to the economic welfare of the less 
developed countries. The U. S, has a particularly important re- 
sponsibility in this connection because our purchases of raw 
materials are so vital to the economies of the less developed 
countries, The U. S. buys four-fifths of the copper sold by the 
Latin American countries and 70 percent of their lead and zinc, 

We purchase about half of the jute burlaps of India and about 40 
percent of her wool, mica and manganese, Although these imports are 
important for our economy, they are not crucial, But for the less 
developed countries, variations in our purchases of raw materials 
may spell the difference between economic growth and economic stag- 


nation, between continued abysmal poverty and improved living 
standards. 


The fact is that less developed countries are, as a recent 
United Nations report has stated, (U.N.,World Economic Survey,1958) 
extremely vulnerable “to even moderate shifts in world activity,” 

The U.N. report goes on to say: 


“If, as has frequently been noted, the developed 
countries can be congratulated upon no longer catching 
pneumonia when the United States sneezes, the under-developed 
countries are still far from having acquired any natural 
immunity or even from having discovered any effective 
vaccine against the virus of industrial recessions.” 


Exports are essential to the economies of the less developed 
countries and, in fact, have played a much larger role in them than 
foreign assistance, For example, during the three-year period 
1956-60 exports from India approached $4 billion. This was more 
than the total foreign aid received by India from all sources 
during the ten-year period 1949-59, 


Variations in exports can mean as much as or more to the 
less developed countries than all the foreign aid they receive. 
For example, in the 1958 recession, trade between industrial and 
non-industrial countries declined by $750 to $800 million. This is 
more than $200 to $250 million greater than the total amount avail- 
able to the U.S, economic assistance agency, the Development Loan 


1/ Goals for Americans, The Report of the President's Commission on 
National Goals, 1960, p. 349 
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Fund, for the fiscal year ending June 30, 1961. Another striking 
comparison is that the 1957-58 shift in terms of trade and loss of 
exports to the less developed countries was equal to six years of 

lending to those countries by the World Bank at 1956 rates. 


Maintenance of prosperous and growing economies in the in- 
dustrialized countries, and especially the U.S., is not only im- 
portant for themselves but also vital to the less developed coun- 
tries as well, The GATT Experts* report cited above says: "The 
avoidance of business cycles and the maintenance of a steady rate 

of domestic growth are the most important contributions which the 
highly industrialized countries can make to the stabilization of 

the markets for primary products.”1/ 


Newly Industrializing Countries Need Expanding Markets 


The less developed countries need expanding markets and 
stable prices for the exports of their primary commodities but they 
are also increasingly concerned with sales of manufactured products, 
As yet, the sales of manufactures by heretofore non-industrial 
countries in world markets are relatively small. However, among 
the less developed countries exports of manufactured goods are al- 
ready of major importance for India and Hong Kong. Other less de- 
veloped countries exporting manufactured products, although on a 
much smaller scale, include Pakistan, Argentina, Brazil, Mexico, 
Yugoslavia and Egypt. It is to be expected that less developed 
countries will be exporting increased quantities of such items as 
textiles, cement, diesel engines, bicycles, hardware items and a 
wide range of light metal products, 


Commenting on the prospects for a growing volume of products 
of manufactured goods by the less developed countries, Eric Wyndham- 
White, Executive Secretary of the GATT, recently said: “It is 
difficult ... to escape the conclusion that one of the contributions 
which the older industrialized countries will have to make will be 

to surrender some sectors of light manufacturing to new industries 

in the developing countries, finding their compensation in~concen- 
tration on the more specialized and dynamic forms of industrial pro- 
duction on which their economic growth in any case depends,” 


As we have seen in Chapter IV, the entrance of.the less de- 
veloped countries with their predominantly extremely low wage 
levels as sellers of manufactured products in world markets raises 
some difficult problems for the Western countries, While it is 
true that expanded exports are extremely important to the. economic 
progress of the less developed countries, it is essential from the 
standpoint of organized workers in thé industrial countries that 


1/ op. cit.,p.6 
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their employment opportunities and labor standards should not be ad- 
versely affected by goods produced under unwarrantedly low-wage 
conditions in the less developed countries. 


One way of meeting this problem is for less developed 
countries to provide assurance that as markets for their products 

expand, the workers in their manufacturing industries will gain im- 
proved wages and working conditions. Promotion of an international 


fair labor standards policy by the U.S. will help to achieve this 
objective.1/ 


Opportunities for Industrial Countries 


While exports from less developed countries present prob- 
lems to the older industrial nations, they also offer new oppor- 
tunities. This is because as new areas industrialize they expand 
their purchases from abroad. 


Our chief foreign markets are in the other industrial 
nations. In 1957, for example, U.S. exports per capita to indus- 
trialized countries ranged from $14 to Japan to $235 to Canada. 

On the other hand, our per capita exports to India were only $1.10, 
to Ceylon $1.45 and to Indonesia $1.28. For the world as a whole, 
the per capita exports of industrial countries to other industriai 
countries are five times those to non-industrial countries. 


The historical record shows that increasing production of 
manufactured products has always been accompanied by increased im- 
ports of manufactured products. Industrializing countries will im- 
port capital goods in order to build up their industries. They will 
also import consumer goods to meet the demands resulting from in- 

creased incomes which cannot be met by their narrow range of do- 

mestically manufactured products. 


In order for the underdeveloped countries, however, to 
import more products, they must have some means of paying for them 
and this can only come from sales of goods and services to foreign 
countries. These payments can be deferred by loans or the need for 
them partly eliminated altogether by grants. But in the long run, a 
developing country to be successful in its industrialization must 
increase its export earnings. 


Older Countries Must Adjust 


The changes taking place in the less developed countries 
will require the older countries to adjust and adapt to the effects 
of industrialization in the less developed countries. The developing 


-——-— 


Vv is. question is discussed in greater detail in Capter IX. 
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countries will begin to manufacture products for their own use like 
textiles previously supplied from abroad and will even compete in 
markets of third countries. To a lesser extent than before will 
they continue to exclusively exchange their raw materials for the 
manufactured products of industrialized countries although their 
imports of manufactured products from industrialized countries will 
expand. They will begin to raise their incomes by processing their 
raw materials at home instead of sending them to industrial countries 
for processing. While this may have an adverse effect on some in- 
dustries in the industrial countries, it will provide markets for 
other industries in the developed countries, those industries in 
which the less developed countries do not engage at all or not suf- 
ficiently to meet their needs. It will be important for the indus- 
trial countries to seek out these markets and sell to them what they 
want in the form that they want it under mutually acceptable prices 
and credit arrangements. This is a challenge to the industrialized 
countries, including the U. S. 


Adjustments to these changes in trade patterns will not be 
easy for the industrialized countries. We in the U. S. will certain- 
ly have to face them, But while some measures will have to be taken 
to regulate the flow of products from the less developed countries, 
we cannot and must not choke it off. It would be the height of 

folly for us to seek to build up the economies of the developing 
countries by extending economic and technical assistance while at the 
same time, stunting and perhaps even killing off their opportunities 
for economic advancement by closing our markets to their products. 


Moreover, in the long run, such shortsighted action would 
not only stifle economic growth in the less developed countries but 
would also deprive our own country of important new markets for our 
own goods. We must realistically face up to the problems of in- 

creased trade with the less developed countries. We and they must 
make the necessary adjustments in order to assure expanded trade 

serving the mutual interests of the older industrial countries and 
the newly industrialized countries. 


We must not forget that if we shut our doors to the trade 
of the less developed countries, we have already had ample warning 
from the U.S.S.R. and the Soviet bloc that they are prepared to fill 
the gap. The products of the less developed countries, especially 
their raw materials, can help the industrial and military expansion 
of the Communist countries while binding the economies of the de- 
veloping countries to the Soviet bloc. Clearly, this must not be 
permitted to happen. To prevent it, we should do in our political 
interest what is also in our economic interest. The industrial 
countries of the Free World, including the U. S. should provide 
enough export opportunities to the less developed countries, which 
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supplemented by economic assistance and private investment, will 
permit them to develop their economies and improve their living 
conditions in an environment favorable to the development of 
freedom and democracy. 
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Foreign Investment 


Bes Pe RE A NCO a OE 


Within the past 10 years or so, there has been a substantial 
increase in United States private investment abroad, Almost daily 
the press contains reports of well-known U,S. firms establishing 
branch plants or subsidiaries in other parts of the world. Sometimes 
such decisions involve actual shut-downs: of their plants in the United 
States simultaneous with the opening of their production facilities 
abroad, More often the plants established abroad supplement con- 
tinuing domestic facilities, In either case, however, the investment. 
of U.S. funds on a large’scale in plant and equipment in foreign 
countries has had a significant effect on both our domestic economy 
and on the economies of the countries in which U.S. firms. have 
invested, 


In the main, U.S, private investment abroad has been a direct 
response to developments, mainly in Western Europe, which have 
already been discussed in this report, Traditionally, U.S. firms 
have turned to our neighbor Canada as a natural nearby country in 
which to locate plants and funnel investment. For a long time also, 
large amounts of U.S; capital have been invested in petroleum 
facilities in various areas, especially the Middle East and Latin 
America, and also in various types of mineral enterprises. But the 
fastest growing location for American private investment has been in 
manufacturing production in Western Europe.. While U.S. private 
investment in the less developed countries has edged up infinitesimally, 
billions of dollars have been invested by American firms in new factories 
in such industrial countries as Great Britain, Western Germany and 
France, Indeed, Western Europe has accounted for a steadily growing 
proportion of U.S. private investment and this shift of U.S, overseas 
investment to Western Europe is expected to continue, 


The desire of American firms.to invest in Western Europe is 
quite understandable, They see in Western Europe a rapidly growing 
market based, to an increasing extent, on mass purchasing power 
developing in the full. employment and rapidly integrating economy 
of that area, U.S, firms have an understandable urge to get in on 
the ground floor of the booming European economy and to sell their 
products to European. industries and consumers without having to 
transport them the 3000 or more miles from their. American plants, 
This urge has been accentuated with the organization of the Eurepean 
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Common Market and the European Free Trade Association, Reduced 

and soon to be eliminated internal tariffs with continuing external 
tariffs have faced American firms with sharper competition from 
their European competitors (see Chapter V). American firms have 
therefore sought to jump the tariff wall by themselves producing 
and selling in Europe, 


Whatever the reasons, however, the fact is that U.S. private 
investment, concentrated in manufacturing in the highly industri- 
alized countries and only in petroleum and other extractive 
industries in the less developed. countries is doing very little 

to contribute to balanced worldwide economic growth, Investment 

is needed most urgently not in the rapidly~expanding prosperous 
European economies but in the capital-starved less developed 
countries, In those areas the right kind of private investment 
geared to the needs oftheir developing economies could prove a 
tremendous boost to economic progress. 


Thus the misdirection of U.S, private investment means 
that it has mot constructively: aided the primary aim of U.S, 

foreign economic policy to assist economic development in the 
less developed countries, 


At the same time, this investment has had serious conse- 
quences at home, It has tended to reduce U.S, exports at a time 
when increased exports are needed to right our negative balance 
of payments, Even more important, in some cases the shrinking 
of exports of American goods resulting from private investment 
abroad has been accompanied by a-direct export of American jobs, 
Such a negative impact on our domestic economy cannot be justified, 
especially when the investment which has caused it has been 
directed where it is least needed. 


Recent Trends in. Foreign Investment 


Figures measuring U;S, investment abroad tend.to be confusing 
because they may measure quite different things, The bulk of U.S. 
investment is in plants and other facilities operated as foreign 
subsidiaries. and branches, There is, of course, also U.S, invest~ 
ment in various forms in foreign-owned, foreign-operated firms, 

In 1959, total U.S. investment abroad amounted to nearly $45 
billion while direct investments were in the neighborhood of 
$30 billion or about two-thirds of the total. In this report, 

we shall be primarily concerned with the former type of investment, 

that is, direct investment of U.S, firms in their own plants and 

“equipment abroad. 


The total investment of U.S. firms, in their own foreign 
subsidiaries and branches has reached well over $30 billion, More- 
over, U.S. private investment abroad has increased: more rapidly 


93 


fi ay 
Wi ; 
? i 
Al 
Hy i 
: f 
i 
ee it aa 
se eee 
ne hea 
Pines nent wok 
Salen Hoi are 
he Vir ee Pa is - - 
ie A i 
ee 
. 
ey ire 
mts pile 
eee ee 
Saas ie 
ve te 
’ 


Since 1950, and particularly since 1955, than ever before in our 
history. Indeed, the value of direct investment abroad nearly 
tripled during the 1950s. 


In 1959, the most recent year for which figures are available, 
U.S. firms sank an additional $24 billion in their foreign branches 
and subsidiaries. Of this amount, $1.4 billion represented direct 
capital outflows from the parent companies while $1.1 billion took 
the form of re-invested earnings. During the two-year period 

1957-59, direct foreign investment jumped by $4.5 billion or 

nearly 7 percent. 


In 1959, U.S. firms increased their investment in their 
European production facilities by nearly $750 million. About 45 
percent of this amount went to the United Kingdom, representing, 
however, a drop in the U.K.'s share since 1950. The increased flow 
has gone heavily to Germany and France with Italy and the Netherlands 
also showing large gains. 


Most of U.S. direct investment in Latin America is in 
petroleum, especially in Venezuela. Our Latin American investment 
has been subject to rather sharp year-to-year fluctuations, chiefly 
associated with investment decisions, in the petroleum industry. 

Total added investment in all of Latin America in 1959 amounted to 
$615 million. In addition to Venezuela, Brazil, Cuba, Argentina, 

and Chile were the principal areas for U.S. investment. 


In 1959, Canada alone was the recipient of more U.S. direct 
investment than either Europe or Latin America. The total amount 
added in 1959 in Canada came to $800 million, However, the share 
of Canadian investment has been declining. 


U.S. investment in Asia and Africa has been relatively 
small and has been concentrated in petroleum and other extractive 
industries. It is noteworthy that while U.S. manufacturing firms 
in 1960 were expected to spend for plant and equipment $293 million 
in the U.K, and $183 million in Western Germany, they were to spend 
a total of $52 million in all of Asia (nearly half of that amount 
in Japan) and a pitiful $7 million in all of Africa of which $6 
million was in the Union of South Africa. (see Table 1) 


Looking at the industry breakdown of U.S. investment in 
manufacturing facilities abroad, we find that in 1960 the auto- 
mobile industry accounted for about one-fourth of the foreign a 
capital expenditures by U.S. companies, Chemical plants were the 
next largest outlet for plant and equipment expenditures. 
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Table 1 
Plant and Equipment Expenditures of Direct Foreign Investments, 
by Country and Major Industry 
(Millions of dollars) 


1960 


Mining 
and 
smelting Petroleum Manufacturing 


All areas, total 358 1,575 1,314 
Canada 240 390 382 
Latin American Republics 

total 232 


Mexico, Central America 


and West Indies, total 12 27 56 
Cuba * 10 9 
Mexico 6 1 47 


Other countries 
South America, total 
Argentina 


Brazil 1 10 74 
Chile 21 * 2 


Columbia * 20 8 
Peru 9 27 5 
Venezuela * 230 19 


Other countries 


Western Hemisphere depend- 
encies 


Europe, total 


Common Market, total 


Belgium and Luxembourg 


France 4\ 48 
Germany oe 60 183 
Italy ee 27 15 


Netherlands + 


Other Europe, total 
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Table 1 (continued) 


1960 


Mining 
and 
smelting Petroleum Manufacturing 


Denmark -- 11 
Norway bai 25 
Spain 1 
Sweden 18 
Switzerland 

United Kingdom 

Other countries 33 


nN 
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Africa, total 


North Africa 
East Africa 
West Africa 
Central and South Africa, 
total 
Union of South Africa 
Other countries 


Asia, total 
Middle East 
Far East, total 
India 
Japan 


Philippine Republic 
Other countries 


Australia 


International 


* Included in area total 
** Less than $500,000 


Source: U.S. Department of Commerce, Survey of Current Business, 
October 1960,Table 1,p.20 
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In some industries, capital outlays abroad now represent a 
sizeable proportion of total plant and equipment spending. For 
eight major manufacturing industries in 1959, foreign plant and 
equipment expenditures averaged 14 percent of total outlays ranging 
as high as 27 percent for rubber products and 20 percent for trans- 
portation equipment, chiefly autos. (see Table 2) 


Impact of Foreign Investment in the United States 


As has been stated above, U.S. foreign investment has an 
impact at home as well as abroad. Unfortunately, this impact is 
often hard to detect and extremely difficult to measure. This is 
because the known results of foreign investment abroad--total 
sales, exports back to the U.S., employment and wages of foreign 
employees--must be measured against what might have happened in 
the U.S. economy if the foreign investment had not occurred. But 
there are so many factors in such a comparison which may be im- 
ponderable, undetectable, immeasurable or temporary that it is 
often difficult to determine exactly what are the effects in the 
U.S. of establishment of production facilities by U.S. firms in 
foreign countries. 


Whatever may be the difficulties of analysis, serious 
effects do take place and it is worthwhile to bring known relevant 
data to bear on this problem of U.S. foreign investment to demon- 
strate as objectively as possible its repercussions on our domestic 
economy. The best recent information relating to this question 

has been developed in a special census of U.S. business invest- 
ments in foreign countries conducted by the Department of Commerce 
for the year 1957. It should be borne in mind that since 1957, 
significant changes have occurred, chiefly the increasing shift 

to investment in Western Europe, which would tend to make the 

1957 survey understate the impact of foreign investment on our 
domestic economy. 


One way of looking at U.S. investment abroad is in terms 
of its effect on our foreign trade. This investment affects 
both exports and imports. Imports may be increased by the ship- 
ments back to the U.S. of American-owned branch plants. Exports 
may be expanded by the goods and services transferred from the 
U.S. by American firms to operate their overseas facilities. 


On the other hand, exports may be decreased in three 
ways. First, the U.S. branch plant overseas may export directly 
back to the U.S. This is the other side of the coin referred to 
above in the increased imports involved in shipments back to the 
U.S. from branch plants abroad. Second, the U.S. branch plant 
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Table 2 


Expenditures for Plant and Equipment in Selected 
Manufacturing Industries, 1959 


(Amounts in billions of dollars) 


Expenditures 
Industries Percent of 


total, 
Total Domestic Foreign foreign 


Primary and fabricated 
phot 


1.13 1.00 13 12 


Electrical machinery 
and equipment -61 52 .09 15 


Machinery, except 
electrical 1.02 91 eth 1l 


Transportation 
equipment 1.29 1.03 -26 20 


Paper and allied 
products 2 -63 -09 13 


Chemicals and allied 
products 1.45 1.23 022 15 


Rubber products 27 


Food and beverages 


Total, selected 
industries 


6.34 1,05 


1/ Excludes primary iron and steel producers. 


Source: U.S. Department of Commerce, urr n 
October 1960, p. 18 
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may sell in the country in which it is located, goods which might 
otherwise be purchased from the U.S, Third, the U.S, firms may sell 
in so-called "third countries" goods produced by their foreign 

branch plants which might otherwise be exported from the U.S. 


Comprehensive up-to-date figures are not available on the 
sales of American overseas plants, However, the Commerce Department 
Census previously referred to shows total sales of U.S, overseas 
branches and subsidiaries in 1957 of $32 billion, Of this total 
amount of sales in all markets, goods valued at $3.7 billion were 
shipped back to the U.S. (over 25 percent of all U.S. imports in 
that year) of which $1 billion were manufactures and semi-manufac- 
tures, Eighty percent was from Canada, mainly newsprint, wood 

pulp and aluminum. Sales in third countries were $5 billion. This 
means that about $23 billion or nearly three-fourths of the total 
sales were in the countries where the branch plants were located. 


Looking at Europe alone, total sales of U.S. subsidiaries 
in 1957 were $6.3 billion and by 1959 reached $7.7 billion. Sales 
back to the U.S, in 1957 were $200 million, Later figures for all 
of Europe are not available, but sales back to the U.S, of American 
plants in Great Britain alone in 1960 amounted to $250 million. 


As has been stated above, it is very difficult to derive 
from these figures any estimate of the amount of production lost 
in the U.S, because of the output and sales of American companies 
operating overseas, It is conceivable that the figure for 1957 

might have been somewhere between $3 and $5 billion of which the 
largest part would have been in the form of reduced exports, 


What has all this meant in terms of the transfer of jobs? 
One thing is certain, From the standpoint of company officials, 
sales are sales regardless of whether they are made from U.S. 
plants or overseas subsidiaries, But workers don't migrate with 
plants. As in the case of production, nobody can accurately 
estimate the number of jobs American workers ‘have lost through the 
transfer of production by U.S, firms to foreign countries, The 
1957 Census found that U.S. plants operating overseas employed 
more than 3 million workers, On the basis of the rough guesses 
hazarded above as to output lost to the U.S., another equally 
rough guess might be that perhaps 250,000 to 500,000 jobs could 
have been lost to American workers through migration of American 
industry abroad, 


A Look Ahead 


All indications point to continuance at, if anything, a 
faster pace, of the trends noted above, This means U.S. invest- 

ment overseas will increase, it will be concentrated in industrial 
countries and will shift more and more to manufacturing. 
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McGraw-Hill has recently made a survey of companies accounting 
for about three-fourths of the investment of American firms overseas. 
These companies expected to invest in 1960 nearly $2.4 billion, 15 
percent above 1959, in property, plants and equipment and at the time 
of the survey were already planning to spend over $2.5 billion in 
1961. (See Table III) Of the 1960 amount, 88 percent was for new 
producing facilities and only 12 percent for land and existing facil- 
ities. The new facilities share will be even larger in 196l. 


The survey showed an intensified shift to the European 
Common Market countries. Manufacturing companies sank 17 percent of 
their overseas expenditures in the Common Market countries in 1959, 
25 percent in 1960 and an expected 27 percent in 1961. By 1961, 
Europe as a whole will take half of the investment of American 
manufacturers operating overseas. In other areas of the world, such 
outlays are either stable or increasing only moderately. 


The fastest increases are in manufacturing which by 1961 
will top the slightly declining investment in the petroleum industry. 
Within the manufacturing group as a whole, machinery represerts the 
fastest growing segment. In 1960, machinery firms planned to spend 
overseas over $350 million, 41 percent over 1959, with an increase 
to more than $410 million anticipated in 1961. 


1960 was also expected to see increases of 20 percent or 
more for transportation equipment (including autos), chemicals, 


stone, clay, and glass, food and beverages and miscellaneous manu- 
facturing, including textiles. Decreases were expected only for 
primary metals and fabricated metals and instruments. 


Sales of these overseas subsidiaries and branches are 
increasing faster than domestic export sales. In 1961, every 
industry except electrical machinery and stone, clay and glass 
expected sales of foreign branches to increase more than domestic 
exports. 


McGraw-Hill also asked these companies why they are 
investing overseas. Nearly 50 percent said that new markets were 
the most important factor in their decision. Twenty percent 
pointed to the prospect of higher profits. It is significant 
that only six percent gave lower labor cost heir primar 
reasons. (See Table 4 ). 


In summary, private foreign investment has expanded 
markedly in recent years and shows every sign of continuing to 
increase at an even more rapid rate. It is going mainly to the 
industrially advanced countries, especially in various types of 
manufacturing activity, where it is not essential to economic 
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prosperity and growth. Only a trickle is going to help the industri- 
alization of the less developed countries. 


Although admittedly a small factor in our total domestic 
economy, the flow of U.S. private investment into the industrialized 
countries of Western Europe and Japan has tended to hold down our 
exports and thereby contribute toward worsening our balance of 
payments problem. Even worse, it has meant the export of jobs from 
the U.S. which has had chronic unemployment in recent years to 
booming countries which have been enjoying full, and in some cases 
more than full, employment. 


While U.S. companies are already pouring huge amounts of 
funds into investment in industrialized countries, some have sug- 
gested special tax incentives to encourage even more. This was 
the objective of the Boggs bill introduced in the 86th Session of 
Congress until it was modified to emphasize primarily private 
investment in the less developed countries. It is paradoxical 
that while we have felt for some years that government economic 
assistance from the U.S. to Western Europe was no longer needed 
(indeed, that the Western European countries could contribute even 
more to help economically developing countries), no controls have 
been placed on the private investment going into that area from 
the U.S. 


Specific policies to deal with this problem will be 
suggested in the concluding chapter of this report, Here it is 
only necessary to raise the question of whether we ought to permit 
unrestricted private investment in highly industrialized full 
employment economies; or whether just as we have directed specific 
economic assistance to less developed countries because of their 
great need for capital funds, so also should we provide both 
positive encouragement and, if necessary, actual controls to 
direct private investment also into the capital-starved de- 
veloping countries. 
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Despite recent Administration attempts to put the balance 
of payments issue in clearer perspective, public understanding 
still suffers from confusing slogans. Cries of "pricing ourselves” 
out of the world market" and the. "flight of gold" have fused in 
the public mind the mistaken belief that balance of payments means 
balance of trade, that "uncompetitive" American goods can't be sold 
and therefore foreigners have been taking gold out of the U.S. 
Perhaps the most important basis for solving the balance of payments 
problem, therefore, is the need for clear perspective, especially 
since America is in the midst of a recession. Wrong policy 
solutions can create disastrous economic results at home and abroad. 
Positive programs, based on correct understanding of this complicated 
issue, can help the economy and the balance of payments problem. 


Meanwhile however, slogans continually are reshaped into 
new weapons to frighten America against necessary economic improve- 
ments, The balance of payments "crisis" and the “flight of gold" 
are merely substitute fear symbols, used by the same group who led 
the phony “crusade against inflation" in the 1950s. False "anti- 
inflation weapons" have already led to policies that caused three 
recessions. During the second of these recessions in 1958, U.S. 
trade problems were distorted into a new slogan: "Pricing ourselves 
out of the world market" was said to be the cause of trade im- 
balances. When American exports regained their vigor in 1960; shot 
forward 20% over 1959, and exceeded imports by over $4.5 billion, 
this erroneous slogan lost its spurious strength. Then, suddenly, 
in 1960, the slogans about the "crisis" in balance of payments 
and the "flight of gold" were developed. 


However, the slogans may change, the false solutions offer- 
ed have been the same negative, recession-producing policies for 
the past decade: Keep wages from rising, retard improved living 
conditions, reduce government spending, ignore unemployment, balance 
the budget at any cost. All these are now suggested by some in the. 
name of "keeping America competitive," "restoring confidence in the 
dollar" or stopping the "flight of gold." 
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Balance of Payments versus Balance of Trade 


Because of this emphasis on “pricing ourselves out of the 
world market" many Americans believe the. unfavorable balance of 
payments is the same as an unfavorable balance of trade. That is 
like saying a dime is the same as a penny, a confusion of the whole 
for the part. The balance of trade represents only the difference 

between values of imports of merchandise and values of exports of 
merchandise. This balance has been favorable for many, many years, 

that is, our exports have exceeded our imports. _Even when the 
false cries of "pricing ourselves out of the world market" were 

raised, the balance of trade was "favorable," although it has im- 

proved greatly since then. 


The balance of payments, however, is an account of all the 
values of all the money transactions’ between this nation and other 
countries -- balancing the “inflow” and "outflow" of dollars. Al- 
though we have a "favorable" balance of trade, other factors have 
offset this "favorable" balance and created a deficit or "“unfavor- 
able” balance of payments, A description of what makes up the 
balance of payments can clarify this statement. 


What Is the Balance of Payments? 


The balance of payments, then, is an elaborate bookkeeping 
account which describes for any period of time the flow of money 
between the U.S. and other countries. In simplest terms, it is 

the relationship of dollars spent or invested abroad by the U.S. 

and its citizens to dollars spent in the U.S. or invested in the 
U.S. by other nations and their citizens, What this means can be 
demonstrated by comparing the "inflow" and the “outflow" of dollars 
as reported in such an accounting. 


Dollars are said to “flow into” the United States in the 
following types of transactions: 


1. Foreign countries and their citizens pay for U.S. goods 
exported from the United States (merchandise exports). 


-2, Foreign tourists spend money. in the United States and 
other "services," such as transportation, shipping costs, 


insurance, etc., bring payme:-* into this country. 


3. U.S. companies and individuals, who have invested money 
abroad, return income from those investments to the 
United States. 
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4, Foreign governments and their citizens invest in U. S. 
industries or in other U. S. short- and long-term money 
transactions (private capital). 


This inflow amounted to about $27 billion in 1960. 


Dollars “flow out" of the United States in the following 
transactions: 


1. The United States pays for foreign goods imported into 
this country (merchandise imports). 


2. U. S. tourists and others spend money for tourism abroad 
and for other "services," such as insurance, transporta- 
tion, shipping, etc. 


Foreign firms and citizens who have invested money here 
return income from their investments to their own 
countries. 


U. S. firms and citizens make investments in foreign indus- 
tries and other foreign short- and long-term money trans- 
actions (private capital). 


U. S. sends military aid to foreign countries, including 
the support of our troops there. 


6. U. S. sends economic aid to other nations. 


This outflow was running at a rate of about $30.5 billion in 


1960. 


Since we send more dollars out -- for a variety of reasons -- 
than we bring in, the over-all difference between the “inflow” and the 
"outflow" in 1960 came to roughly minus $3.5 billion -- an unfavorable 
balance of payments. 


But that over-all figure includes the pluses and minuses from 
balancing the components within it, as the attached Table I demon- 

strates. Using only preliminary estimated figures for 1960, the bal- 
ancés group themselves as follows. 


The “Favorable” Part of the Balance 


The "favorable" or plus side included a $4.5 billion “favor- 
able" balance of trade (money from merchandise imports of $15.0 bil- 
lion going out against merchandise exports of $19.5 billion “coming 

in" -- Item 1, for both “inflow” and “outflow"™ above) . 
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The “favorable” balance includes another $1.1 billion on the 
table, the net plus effect reached by offsetting the outflow and 
inflow of “services” (including tourists, etc.) and the return of 
income from foreign investments. (2 and 3 above on the “inflow side" 
against an outflow for similar purposes to other nations, item 2 in 
the outflow.)* Thus the overall plus of the balance on the table 

is a "favorable" $5.6 billion. 


The "Unfavorable" Balance 


On the unfavorable--or minus side of the net balances--are 
the following items: The net outflow of private investment--private 
capital--both short-and long-term which, in 1960 reached a new high 
in the “outflow” column of $3.1 billion. (That does not mean 
American long-term investments abroad were that much higher than 
foreign long-term investments here. Most of the "minus" was created 
by “short-term” money flows, as we will explain later.) 


Added to this $3.1 billion are the other items listed in the 
table as U.S. government accounts--military aid, grants, net loans-- 
which total $5.2 billion. The over-all "unfavorable" balance thus 
reached $8.3 billion on the minus side of the ledger. Added to 
that is a minus $.8 billion in "unrecorded" transactions, creating 
a total of all the “unfavorable” components of $9.1 billion. 


Cffsetting the “favorable” components totalling plus $5.6 
billion against this "unfavorable" total of components equalling 
$9.1 billion, the overall “unfavorable” balance of payments be- 
comes -$3.5 billion. 


The Historical Change 


This current large “unfavorable” balance of payments 
problem--amounting to over $34 billion--is of very recent origin. 
It is completely different from the international payments problem 
at the end of World War II. Then there was a world "dollar short- 
age," which meant that other nations did not have enough "dollars" 
to buy our goods. The objective of the Marshall Plan was to pump 


* The actual difference in money spent by U.S. tourists abroad 
(about $2 billion was, of course, much greater than the in- 
flow from foreign tourists here about $1 billion) so that 
the balance of those would be about -$1 billion. But be- 
cause these are lumped with the balance from outflow and 
inflow of other services and the net income from foriegn 
investment (about $2-2% billion) the net "favorable" 

balance of +$1.1 billion is not unreasonable. 
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dollars into Europe so that those nations could buy the goods needed 
to rebuild their economies. America wanted to help rebuild the free 
world and restore the strength of friends and allies. Too great a 
shortage of dollars abroad. -- too "favorable" a balance of payments 
-- would be just as unfortunate as too “unfavorable” a balance, be- 
cause other nations could not .buy from us and their economies would 
have not been rebuilt. 


Obviously, the strength of our allies is also of great im- 
portance to us. Thus from 1950 to 1957, while the U.S. was properly 
trying to adjust the world "dollar shortage" and help strengthen its 
allies* and friends* economies, there was an average "unfavorable" 
balance of payments of about -$1% billion a year. But this was 
considered of manageable proportions. (If, in fact this had been 

the balance this year, there would be no cries about an "unfavorable" 
balance of payments.) 


Suddenly, in the recession year, a “dollar glut" arose, as 
the "unfavorable" balance changed to -$3.5 billion, rose to -$3.8 
billion in 1959 and reached over -$3.5 billion again in 1960. The 
“dollar glut," then is an accumulation of dollar holdings abroad, 
which is not spent or invested in the United States. 


In the short space of three years, close to $11 billion had 
“flowed out" of the United States -- either in higher foreign held 
liquid assets or gold purchases -~ posing a potential problem in 
terms of gold. An average of -$3% billion in each of the three 
years, 1958, 1959 and 1960, meant the unfavorable balance was 
not improving. It was not of “manageable proportions." 


What Caused this Unfavorable Balance 


The unfavorable balance of payments can result from different 
causes and this has been the case during the past three years of 
large balance of payments deficits. The large deficits in 1958, 

1959 and 1960 can each be traced to different causes and show 
why suddenly in 1960-61 the “flight of gold" became the panic slogan. 

Those who confuse the issue say that government spending abroad 
or high U.S. prices created the unfavorable balance in these three 
years. Clearly, however, the government account items did not 
change much from 1957 when we had a “favorable” balance of payments. 

‘Military spending was about the same, grants.and net loans all 
Stayed the same and the outflow of government funds stayed in the 
area of about $5 billion from 1957 through 1960. 


‘In 1958 and 1959, however, the trade balance shifted. The 1958 
balance had changed because exports fell off: and imports were 
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stable, thus reducing the “favorable” balance of trade. In 1959, 
however, exports were stable, but imports shot up, thus reducing 
the “favorable” balance of trade still further. There was a 
sizeable balance of trade in 1958, a much smaller one in 1959, 


Then in 1960, the trade balance became very favorable and 
military and other government spending still had not changed. But 
suddenly the private capital account changed--money was going 
abroad, not coming into or staying in the United States. The 
potential “problem” in terms of gold had become magnified in the 
‘public mind, and short-term money was rapidly leaving the United 
States, where recession signs did not attract foreign investors 
or keep short-term money--"“hot money" from seeking higher rates 
abroad, 


The "problem" shows up on the table under “Means of Settle- 
ment." Foreign held "dollar" assets can be used in four ways: 
They can be held in short-term U.S. securities, so that cash will 
be readily available to balance U.S. and other accounts whenever 
needed (foreign liquid asset holdings). They can be used to 
make long-term investments in U.S. industry and seek a return 
on investment. Neither of these types of holdings need pose 
any problem. Remaining in the U.S. or U.S. investments--short 
and long-term--they help foster U.S. prosperity and add income 
to their holders. But these "dollars" held by foreigners can 
also be used to invest in other nations outside the U.S. when 
they can earn more interest. They then become "hot" money-- 
money that flows out of the U.S. into other nations, usually 
as short-term money--to get higher interest return. They then 
show up in the private capital account. 


Finally, these “dollars” can be used to get gold, because 
the U.S. will exchange dollars held by foreigners for gold at 
the fixed price of $35 per ounce. (Shows up under Means of 
Settlement as gold outflow or as a decline in foreign dollar 
holdings). 


Confidence the Key 


Because there are these varieties of choices and because 
the balance of payments has so many components offsetting each 
other, the dollar “glut” is no more fixed for the future than 
the dollar "shortage" was immediately after World War II. A 
shift of "confidence" in fact can shift much of the unfavorable 
balance of payments problem. 


Confidence can determine some of these choices. Not 
confidence that interest rates will be high or confidence that 
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U.S. will always return more than another nation on the investment 
made, but confidence that the U.S. economy is healthy, that growth 
is probable, that the U.S. is expanding. This is a confidence which 
some say has already started to return with the new Administration's 
stated attitude. 


How does confidence affect the four choices: First of all, 
when over-all confidence in the U.S. and its dollar is declining, 
money starts going to other nations for investing. It is not 
specifically the confidence in a high return on an investment in 
the U.S. or a high interest rate temporarily on a short-term 
investment, but confidence that the U.S. is expanding and there- 
fore investments would be wise, and confidence that short-term 
interest rates are not fluctuating sharply downward or so unstable 
as to cause an outflow of “hot money." 


Thus the "flow" of dollars out to investment in Western 
Europe would not occur if the U.S. economy were expanding rapidly. 
Holders of large dollar balances would be content to leave them 

in the U.S. for investment purposes. 


Nor would the "flow of dollars" out to short-term invest- 
ments elsewhere occur every time short-term interest rates abroad 
are higher. It is just not practical for foreign governments or 
monetary authorities to shift their holdings at every shift in 
interest rates around the world. But it is practical, if U.S. 
short-term rates are evidently unstable and the U.S. government 
shows no signs of helping to stabilize them, for a foreign holder 
of dollars to put them where he knows he can depend on a reasonable 
return on his holdings. Nor would a slight dip in U.S. interest 
rates affect the credit practices of exporters and importers who 
finance their activities by such credit, though a large difference 
might very well affect them. 


Thus those who advocate “tight money" in America as a cure 
for the payments problem fail to recognize two adverse results: 
First, "tight money" brakes the U.S. economy and can lead to 
recession. On the other hand, the confidence that comes from an 
expanding economy and U.S. stability, causes an inflow of invest- 
ment money. Secondly, there is a difference between short- and 
long-term interest rates. Long-term interest rates, on bonds, etc. 
affect investment spending in the U.S. and elsewhere, but if the 
long-term rates are high they will hurt the economy by braking it, 
and the investment money will not come in. Short-term interest 
rates--on bills, etc.--affect the foreign dollar balances more 


obviously and more sharply as the flow of "hot" money seeks 
stable rates. 


It was the outflow of “hot" money in pursuit of higher 
interest rates that helped cause the “unfavorable” balance 
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payments and the gold outflow in 1960. U.S. policies were not de- 
signed to stabilize or cushion the short-term money. While long-term 
rates remained high and hurt the U.S. economy, the Federal Reserve 
Board bought only short-term securities under its “bills only" policy. 
This helped force down short-term interest rates by almost 50%, 

while long-term rates dropped less than 15% during 1960. Naturally, 
foreign holders of dollar balances reacted in the ways that they 
would be expected to react during a time of fluctuating, sagging 
short-term rates and U.S, over-all economic recession: They in- 
vested their money in other nations because short-term rates were 
higher abroad. A $2-$2% billion outflow of “hot money" in 1960 thus 
caused a major payments problem. Investors took their short-term 
holdings and sent them abroad, and they converted some of their 
dollar-holdings into gold. 


The Gold Problem 


Why did they do this? Why was there a "flight of gold" in 
1960? Lack of confidence in the U.S. economy and its dollar re- 
cessionary trends in U.S, caused foreign holders of high dollar 
balances to fear further U.S. economic downturns, weakening of the 
dollar and possible devaluation. 


Since 1933, U.S. citizens have not been able to turn in 
dollars and receive gold. That year, the U.S. left the "Gold 
Standard." But the U.S. has retained the "gold exchange" standard, 
meaning that the U.S. will convert dollars into gold anytime a 
foreign holder of such dollars.so desires. The price is $35 per 
ounce, Theoretically, as the balance of payments deficits mounted 
foreign dollar holdings reached a total of $21 billion. Offset by 
U.S. claims against foreigners with about $3 billion this could 
amount to a potential $18 billion drain on the U.S. gold supply. 
All the foreign holders would have to do would be to ask the U.S. 
to give them an ounce of gold for every $35 worth of holdings and 
thus deplete the U.S. gold supply, destroy the legal backing of 
U.S. currency and produce a financial crisis in the U.S. 


Why, if there was a “flight of gold" did this extreme 
financial crisis not develop? The “means of settlement" part of the 
table attached tells part of the story. There are two ways to 
“settle” the $3.5 billion unfavorable payments balance, as we have 
seen, 


Despite the $3.5 billion unfavorable balance in 1960, only 
$1.7 billion was converted into gold. The rest was held in addi- 
tional dollar holdings -~ called, on the table, "Change in foreign 
liquid dollar holdings." Or it could be said another $1.8 billion 
was added to the foreign held dollars. 
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Thus even in a time of U.S. recession, while short-term 
rates were sagging dangerously, while "hot money" was flowing 
abroad, the purchases of gold amounted to only $1.7 billion. 


Why was that? The nature of the holdings make it im- 
practical for them to be converted into gold. Out of the $18 
billion in net foreign held gold-convertible dollars, about $3 
billion was held in international institutions, which were not 
going to make rapid speculative conversions to gold. About $10 
billion was held by foreign central banks, foreign central govern- 
ments and their agencies, including official purchasing missions, 
trade and shipping missions, consular establishments, etc. These 
groups would not find it practical to lower their dollar holdings 
for commercial and financial transactions. Another $8 billion or 
so was held by foreign individuals and private institutions, most 
of whom, as we have seen, often need to keep their holdings for 
trade purposes or for doing business in the U.S. They would have 
no reason to change their dollar holdings rapidly, and do not tend 
to speculate widely in gold. Thus generous estimates show that 
only about $3-5 billion of the $18 billion in net foreign holdings 
is really much of a potential drain, barring, of course, world 
crisis and even this conversion could only take place over a con- 
siderable period of time. 


Thus the $18 billion in net foreign liquid assets, po- 
tentially convertible into gold, at $35 an ounce, loses its impact 
as a threat on the U.S. gold supply of approximately $17% billion. 
Even when it is considered that the U.S. "backs" its currency--one 
fourth of the value of our currency and notes is held in gold-- 
with $11% billion of this $17% billion, the remaining $6 billion 
would be enough to “convert” the probable “potential” drain of 
about $3-5 billion. This is not to say that anyone advocates this 
size of a potential drain. It is merely to say that the major 
steps taken should be designed to bolster the U.S. economy, restore 
its attraction for foreign investment and for retaining money here, 
bring our payments closer into balance and not to take panic steps 
to halt a "flight of gold." 


Since such steps were not taken in 1960, some speculation 
in the gold market took place. This occurs when speculators 
believe that the U.S. dollar may weaken and the U.S. may have 

to pay more for gold in the future, perhaps as much as $40 per 
ounce, in contrast to its present $35. These speculators 

sensing lack of confidence in the U.S. and seeing no real 
government action caused some flurries in the gold market. Fear 
followed. But the statements already made by the new Administra- 
tion seem to have stopped this speculative drive, as the 
President announced that he would defend the dollar and maintain 
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confidence in it, while seeking to restore U.S. economic health. The 
price of gold returned in January to about $35 per ounce on the world 
market. 


The key to over-all improvement in the balance of payments 
status of the United States, therefore,is not hasty steps, or "gold- 
driven" panic action. The major need for the improvement of our 
over-all balance, the balance of exports and imports, the balance 
of "services," the balance of “private capital"-—both short-— and 
long-term, therefore, is economic health and economic growth. That 
does not, however, mean that there should not be efforts to deal with 
some of the short- and long-run problems that will not necessarily 
be entirely solved by improvement in our domestic economy. 


The Surplus Countries 


The balance of payments is a two-way street. Our balance 
of payments deficit (as well as the balance of payments deficits of 
some other countries as we are not the only country facing this problem) 
is reflected in surpluses in the international balances of payments 
of some other countries including Western Germany, Italy and Japan. 
The country with the largest payments surplus in the world today is 
Western Germany. 


During the first three quarters of 1960, the over-all surplus 
in the balance of payments for Germany was approximately $2 billion. 
The two principal sources of this surplus were an excess of exports 
over imports of over $1 billion and another billion dollars of receipts 
from the U.S. and other NATO troops stationed in Germany. 


Although during 1960 German imports rose faster than exports, 
from 1955 to 1959 exports rose by 60 percent as compared with only 
a 46 percent increase in imports. In fact, Germany has had a 
relatively low level of import demand during the postwar period as 
compared with prewar years, On the other hand, German exports have 
increased from $1.9 billion in 1950 to $9.8 billion in 1959, re- 
flecting a strong foreign demand for German goods and an increasing 
German ability to meet this demand, A third factor contributing 
to the German payments surplus had been an inflow of short-term 
capital, especially during the last year or so. Two basic economic 
factors are particularly important reasons for this surplus. 


First, although wages in Germany have been rising rapidly 
during the most recent period, the wage rise has not kept pace 
with the sharp productivity increase. The result is that although 
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purchasing power in Western Germany has been expanding, it has not 
matched the virtual explosion in the output of the Germany economy. 
The excess of output over domestic consumption has been taken up 

in a huge export surplus. Although the world economic picture has 
been very different in recent years than just after the war, 
Western Germany had proportionately as large an export surplus 

in 1959 as the U.S. had in 1947 when U.S. exports were urgently 
needed for relief and recovery from war devastation. 


Second, neither through private investment nor through 
governmental aid has Germany contributed on anything like a suffi- 
cient scale to the capital needs of the less developed countries. 
If Germany had played a bigger role in this effort her balance 

of payments surplus would have been reduced. 


Thus the balance of payments problem is a two-sided 
question requiring the best efforts of both deficit countries like 
the U.S. and surplus countries like Western Germany, Italy and 

Japan for its effective solution. As one expert has said: 


"The dollar payments problem is part of a 
broader problem of establishing a world pattern 

of payments that will enable world production 

and world trade to expand without being held back 
by payments difficulties. The United States is 
not the only great trading country with a payments 
problem. Nor is Germany the only great trading 
country with a persistent payments surplus. The 
payments problems of today are actually the last 
stage of the process of gradual adjustment in 

the world pattern of payments that has been going 
on throughout the postwar period. The largely 
successful effort to establish currency stability, 
at home and abroad, will not be completed until 
the foreign trade, investment and aid of the 
high-income countries properly reflect their 
position in production and international payments. 


"The balance of payments of a country is 
determined by its own policies and those of the 
rest of the world. For this reason an analysis 

of the dollar payments problem must consider not 
only the measures to be taken by the United States, 
but those to be taken by the surplus countries, 

No action of the United States to eliminate the 
payments deficit can be fully effective unless 
other countries take complementary measures to 
reduce their payments surplus. In fact, unless 
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the surplus countries do their part, the effective- 
ness of U.S. measures to eliminate the payments 
deficit will be largely dissipated in intensified 
depression in this and other countries, and in 
reduced trade and investment throughout the world, "/ 


The surplus countries, therefore, must cooperate with other nations 
and bear their fair share of world responsibilities. 


Solutions to the Balance of Payments Problem 


Obviously the underlying solution to all of these problems 
requires a context of U.S. economic health. As the President of 
the United States recently stated in his message to the Congress, 
"Economic progress at home is still the first requirement for 
economic strength abroad." Only if the U.S. economy starts moving 
forward vigorously and steadily will the unfavorable balance of 
trade be lessened effectively. We must, as a nation, therefore, 
view this problem constantly on two fronts--the domestic front 
of building a strong economy within the context of world problems 
and the international front of building America’s relationships 
with other nations* monetary and economic developments on a firm 
foundation, within the context of U.S. domestic health. Separation 
into tiny actions and single isolated "treatments" will provide no 
cure and would provide only further trouble. An over-all program 
must be adopted. 


Four major approaches have been suggested for the balance 
of payments, Most cannot be accepted in their entirety, but each 
has parts which could provide some constructive answers for the 
current and/or the long-run situation. 


Reducing the Outflow of Dollars 


This approach includes many negative actions and a few 
positive ones. Most of the negative proposals would have neither 
short- nor long-run advantages. Some of them would, in fact, 
have disastrous consequences. Others, however, may be useful in 
terms of reducing the current problem to manageable proportions 
or may be interpreted in a way that would be useful in the long 
run, 


1/7 E.M. Bernstein, "The New Administration and the Dollar 
Payments Problem,” Quarterly Review and Investment Survey, 
Model, Roland & Stone, 4th Quarter, 1960, pages 6-7. 
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1. Some propose an over-all limitation of imports into the 
United States, supposedly to reduce dollar outflows in payments for 
goods made abroad, and, it is argued, to increase the favorable 
balance of trade. This method is inappropriate because it assumes 
that cutting imports would not affect the current amount of exports 
to other nations. Yet experience has generally shown that when we 
do not buy from other nations, they retaliate by not buying from 
us. Of course, certain domestic industries, such as soft goods, 
are confronted by serious import competition, but these specific 
probléms must be dealt with directly through specific measures 
that will not alter our basic attitude toward multilateral 
trade among nations of the free world. Limiting imports as 
such could make the currently favorable balance of trade less 
favorable. 


President Kennedy wisely rejected over-all import cutting, 
saying "Such a course would provoke retaliation; and the balance 
of trade, which is now substantially in our favor, could be turned 
against us with disastrous effects to the dollar." 


2. Some propose cutting the "outflow" of dollars for 
military aid, economic aid and other parts of the government 
account. The United States’ own strength, however, depends on 
improving and strengthening its friends‘ military and economic 
well-being throughout the free world. The U.S. cannot count on 
reduced military spending abroad in a world faced with cold war 
problems. Nor can it expect reduced needs for economic aid as 
the problems of Asia and Africa and other under- industrialized 
nations explode. 


But these problems are not soley U.S. responsibility. 
Other industrialized nations now have strong enough economies 
to help bear these burdens and should assume some responsibility 
for them. While their participation may not actually reduce 
current levels of the U.S. outflow--depending on world needs-- 
it may help by their sharing, at least in part, any increased 
responsibilities for aid to lesser developed countries or for 
military needs. This would help prevent large increases in the 
“outflow of dollars.” 


The President has quite properly emphasized that, "It 
is indispensable that the industrialized countries of the free 
world join in undertaking systematic budgetary contributions 
for economic assistance to the less developed countries and the 
common defense. These contributions should be fully commen- 
surate with the economic and financial positions." 


It has also been suggested that the U.S. require nations 
receiving U.S. aid in the form of dollars to procure what they 
need in the United States (called tied loans). Since this 
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procedure has been generally followed, its continuation will not 
affect the balance of payments very much. But, to the extent that 
it can be continued and extended practically, it may, in the 
current situation prove useful. President Kennedy has indicated 
that he will maintain this procedure and perhaps extend it. He 
emphasizes, however, that other nations will be asked to join “in 
a common effort for world-wide procurement.” 


The President also has indicated a continuation of pro- 
curement in the U.S. for military purposes abroad, instituted 
last November and has asked the Secretary of Defense to study 
savings from this and other possible actions by April 1. At the 
same time, he has approved the Secretary of Defense's statement 
that return of U.S. military personnel‘s dependents from abroad 
was unnecessary. He approved the policy of asking for a reduction 
in foreign spending by military personnel for tourism, etc., of 
about $80 each per year. President Eisenhower's request for the 
return of dependents was therefore properly rescinded and the 
latter policy put into effect. 


Thus the flat negative suggestions for stopping “foreign 
giveaways" and not sending military assistance or troops abroad 
are inappropriate. But some measures can be instituted to change 
the types of spending and increase other industrialized nations‘ 
contributions to mutual well-being. The latter may reduce some 
dollar outflow but, most important, could prevent even greater 
future outflows as additional needs develop in a changing world. 


The President requested early Senate action to approve 
the Organization for Economic Cooperation and Development as a 
vital organization for working out some of these problems with 
other nations. This is a most important and most necessary 
step. 


3. Restricting, American tourism overseas has also been 
proposed. This obviously would have the advantage of reducing 
the dollar outflow, but such an advantage would be outweighed 
by restricting travel of free American citizens. While 
patriotic Americans, like patriotic Britons who submitted to 
a similar restriction, would respond to such a requirement 
during a crisis, it seems inappropriate in the current serious, 
but not cataclysmic situation, 


On the other hand, however, there is precedent in our 
democratic society for restricting the amount of goods brought 
back duty-free into America from foreign nations. Only at the 
end of World War II, in the interest of relieving the world 
dollar shortage, was this amount raised to the current $500 
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from $100. President Kennedy has recommended legislation to “with- 
draw this stimulus to American spending abroad" by returning the 
amount to the value of $100 per person. 


4. Another proposal would eliminate tax incentives for 
private investment in industrialized countries. This would be wise 
at the present time, not solely because of any effect on the 
balance of payments situation, but as an effort to stop the export 
of U.S. jobs. President Kennedy has asked for a study of the 
soundness of U.S. tax incentives for private investment overseas 
and has indicated that he would ask for legislation to prevent 
abuse of foreign tax havens. 


Incentives for investment in under-industrialized nations 
should be encouraged. Perhaps a redirection, via tax incentives, 
might accomplish a shift from the more- to the less- industrialized 
nations, But this would not really have much effect upon the 
balance of payments situation. 


5. The Administration has also proposed that the Federal 
Reserve System be authorized to establish special interest rates 
for time and savings deposits held in this country by foreign 
governments or monetary authorities, on the assumption that 
such special higher rates would attract and hold foreign dollar 
balances and thus avoid the "hot money" outflow and conversion 
into gold. This problem could be handled more sensibly through 
an over-all U.S. interest rate revision which would affect both 
dollar inflow and outflow, rather than through such segregation 
of foreign-held funds with special advantages. 


Encouraging the "Inflow" or Return of Dollars to the U.S. 


Another set of proposals emphasizes the need to encourage 
the inflow of dollars to the U.S. These include the following: 


1. Increasing exports would, of course, improve the 
balance of payments situation, by increasing the already favorable 
balance of trade. The more dollars that come in this way, the 
more dollars are available to offset outgoing dollars for 
foreign aid, private investment, tourism and imports. Such 
efforts were made in 1960 and many foreign discriminations 
against U.S. exports were removed. These efforts should be 
expanded and further improvements may be possible. 


President Kennedy included the following encouragement 
to increased dollar inflows from U.S. merchandise exports: 
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a. Extension of the U.S. export promotion program led 
by the U.S. Department of Commerce with cooperation from State 
Department's expansion of foreign service overseas activities to 
promote trade. 


b. Emphasis on the need to keep U.S. goods competi- 
tive. He repeated his “intention of creating an Advisory Committee 
on Labor and Management Policy to encourage productivity gains, 
advance automation and encourage sound wage policies and price 
stability." As stated, this does not accept the erroneous argu- 
ments that U.S. wages are too high or that "U.S. goods have priced 
themselves out of the world market." The 1960 U.S. export rise 
showed that U.S. goods are still competitive. Continued efforts 
to improve the competitive position of U.S. products are essential, 
but this cannot and must not be done by curbing or retarding 
necessary improvements in the living standards of our people. 


c. An increase in the role of the Export-Import 
Bank to facilitate credit expansion for American exporters, a 
necessary step. 


d. The further essential effort to continue to 
press for removal of quota discriminations against U.S. exports 
and to seek tariff reductions from other nations in the GATT 
negotiations. 


e. Expanded agricultural exports. 


2. Encouraging foreign capital to invest in the United 
States would obviously bring dollars in and thus reduce the 
negative or unfavorable balance shown in the private capital 
account. If economic growth were promoted and economic health 
were restored, this process would automatically be stimulated. 


President Kennedy has also indicated that the U.S. will 
"press" the Western European countries which have high dollar 
surpluses to remove the “restrictions they still maintain 
limiting the opportunities for their citizens to invest in. the. 
United States and in other foreign countries." 


He also indicated that a new program to attract investors 
from these countries is being initiated in the industrialized 
countries. 


3. Foreign tourists in the:United States would most 


certainly increase the inflow of dollars, as well as inter-— 
national understanding. Currently, U.S. tourists, as. we have 


120 


oe ie 
at 
, (J 
‘ ut 
i 
‘ 
‘ ; 
oa : 
ee 
; ; 
{, 
. q 
; | 
( ‘ 
i 
Fee sath 
E ee eae 
ee igre) 
ony Hse 
. ee - 
x : 
‘ 
, ee 
nee sea 
"i PE ob rk 
A He 
Vistas eas 
pre m) sr) 
. : 
ae jest 
. ee . 
. aa 5 
r 
* 


stated, spend $2 billion. abroad while foreign tourists spend only 
about $1 billion in the U.S. 


President Kennedy has announced that the Departments of 
Commerce, State and Treasury would soon announce "a major new 
program to encourage foreign travel in the U.S. along the lines 
of S. 3102 introduced last year." 


Such a program should include efforts to facilitate travel 


and to design package tours at a cost consistent with Europeans* 
living standards, 


Reducing the Outflow and Encouraging the Inflow of Dollars 


1. Efforts to stop the outflow of “hot money” in pursuit 
of higher interest rates, effort to stop the short-term flow, in 
other words, that occurred during 1960 would, of course, help the 
problem that became obvious in 1960 when the private capital 
account showed the unfavorable balance of over $3 billion. 


As we have seen “confidence” in U.S. economic health would 


certainly reduce this outflow, while, at the same time,attract 
capital here. 


To the extent that interest rates are a factor, however, 
the Federal Reserve Board's “bills only" policy should be halted. 
While it was necessary to make more funds available during a re- 
cession, the "bills only" policy forced short-term interests 

rates down, while not really affecting long-term rates. A solution 
would be to strengthen the short-term rates so that their flabbiness 
would not repel foreign investors and to reduce long-term rates to 
increase U.S. economic health. Reduction of long-term rates en- 
courages mortgage investment, and long-term business loans, Thus 

an end of the "bills only" policy would both hold much “hot money" 
here and simultaneously encourage U.S, recovery. 


2. Simultaneously, of course, American economic growth, 
restoration of full employment, recovery in U.S. industry would 
attract long-term foreign investors to the U.S. This would help 
change the balance in the private capital account, where long- 
term foreign investments in the U.S. are included and balanced 
against such items as the outflow of “hot money." 


Obviously some of the U.S. investment capital outflow and 
some of the reduction of foreign capital’s inflow can be attri- 
buted to the lagging U.S. growth rate in recent years. Other 
industrialized nations had more rapid growth rates. A change 


in this relationship would certainly improve the U.S. balance 
of payments situation. 
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Measures Designed to Stop the Flow of Gold 


Much of the "gold loss" obviously would not take place with 
a restoration of U.S. economic health and a return of U.S. economic 
growth. However, certain specific steps in relation to gold out- 
flow have been proposed. Most of them are quite wise. 


1. Maintenance of faith in the $35 an ounce gold price is 
vital. The Administration has emphasized its intentions here and 
backed them with actions and a positive program. Assurances by 
both the former and the current Administrations finally have stopped 
much of the gold price speculation so prevalent last fall. 


2. Prevention of the gold hoarding is extremely important. 
Gold should not be used for speculation. No private individual in 
the U.S. has been allowed to hold gold since 1933. But U.S. 
citizens have gone abroad and purchased gold, hoping it would 
appreciate. 


President Kennedy has indicated that the recent Executive 
Order which forbids U.S. citizens to hold gold will be maintained. 
The U.S. should urge all nations to follow a similar practice by 
forbidding their private citizens to hold gold. 


3. The U.S. “gold cover" performs no useful service and 
could conceivably be removed at a time when such removal would not 
affect world confidence in the dollar. The U.S. is the only major 
nation with a gold backing for its currency. The present legal 
requirement for a gold reserve equal to 25% of outstanding Federal 
Reserve notes and deposits is antiquated and results in making 
$11% billion worth of gold inaccessible for conversion purposes. 
Since the U.S. has not been on a gold standard (its citizens may 
not exchange U.S. currency for gold) but a gold exchange standard 
(foreign dollar holdings can be exchanged for gold) the gold 
cover is both unnecessary and restrictive. Gold is needed only 
for international not national redemption. Clear public explana- 
tions of these facts would prevent potential loss of confidence 
from a removal of this "gold cover.” 


4, The most fundamental proposal is the expansion of the 
International Monetary Fund's activities. Since growing economies 
throughout the world have expanded much more rapidly than the 
world gold supply, there has been a world “gold shortage" for 
many decades. Most banking and financial dealings are not based 
on ready exchange for gold or other coin or metal, but are built 
on promises--in the form of notes, securities, drafts, etc. 
Promises to pay dollars or a promise to pay pounds in the form 
of short-term notes or securities in the U.S. or in England, there- 
fore have been used as a supplement to the gold supply for inter- 
national exchange purposes. Thus gold and dollar balances and, 
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to a lesser extent, pound sterling balances have been used as a con- 
venient method of international exchange. As a result, the dollar 
is a national currency used, not only as the medium within this 
country, but as a supplementary form of international exchange for 
world banking. The U.S., therefore, plays the role both of world 
banker and world trader. The former role means that dollar I0Us, 
held by foreign nations, are used to meet their international ex- 
change payments, as well as for conversion to gold. 


When, as recently, the U.S. has economic difficulties or 
when interest rates abroad attract investment away from this nation, 
these international dollar I0Us, these promises to pay, can be 
called in by foreign holders and the U.S. can have a run on its 
gold supply. The U.S. has promised to pay in gold for these hold- 
ings, if so desired, and the U.S. has an obligation, therefore, 

to keep the dollar sound. But other nations except England, have 
no worries about international convertibility for banking purposes. 
They are not world bankers. They are just traders. They, there- 
fore, won*t simultaneously worry as we do about keeping interest 
rates high enough to attract or hold foreign investors in one’s 

own country while needing to lower interest rates to spur the 
domestic economy. They don*t have to worry about a sudden run on 
their national currency values for international payments purposes. 
They hold their international reserves in dollar balances and 
sterling balances. 


Yet international expansion is not only in the interest of 
the U.S.; it certainly is in the interest of Western European and 
other nations who hold large dollar surpluses in their inter- 

national reserve account. 


It has been suggested that the International Monetary Fund, 
already established to have some world financing taken care of by 
a group of nations, rather than just one or two nations, should 

be expanded to help play the role of world banker, and relieve the 
U.S. of some of the problems that come from this role. 


Naturally, this highly complex area requires extensive 
consideration and study before final decisions are made. Political, 
economic and social factors are involved. But further consideration 
should be given to this source of relief from the hazards that come 
to a nation whose national currency is also used as an inter- 

national medium of exchange. 


President Kennedy has directed that studies be initiated 
to improve the workings of the International Monetary Fund and 
also suggested that present U.S. drawing rights on U.S. monetary 
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fund reserves be used, if. and when this becomes necessary. 


Obviously, because of the interrelationship of all these 
transactions, no one can predict precisely what effect any one step 
will have on international ‘payments. If the U.S. had not lost $2 - 
$2% billion in “hot money" outflow, in 1960, possibly the imbalance 
of payments would have been reduced from about $3.5 - $3.8 billion 
to about $1% billion, a deficit of manageable proportions. It can- 
not be denied that healthy economic conditions at home would have 
largely avoided both the sudden outflow of hot money and the sudden 
large outflows of gold. Economic health and growth, therefore, 
should be our primary aim, our major target. 


Until more reasonable imbalances are achieved, until the 
current problems ease, the U.;S. must take steps designed to reduce 
some outflow and encourage some inflow of dollars. 


These policies need constant review, Current actions that 
are essentially restrictive for the temporary problem--restrictive 
on foreign travel and spending, restrictive on procurement in other 
nations, should be reassessed: when the over-all problem is sufficiently 
reduced. Only when major world banking responsibilities are assumed 
by more than one or two nations, however, will the U.S. be able to 
avoid having some years with “unfavorable” balance of payments al- 
though they can and should be kept to manageable proportions. But 
while the dollar remains the main-world reserve currency, even an 


absolute balance~-an equilibrium--will not always prevent a "run . 
on the dollar" or "gold outflow" when the U.S.. economy leads down- 
hill and loses world confidence. Thus the Free World's prosperity 
as well as our own require economic growth and progress in the 
United States. 
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A Foreign Trade Policy for the Sixties 


The preceding sections of this Report have sought to present 
the facts relating to various aspects of America‘s foreign trade, 
Inevitably, this factual exposition has pointed to certain broad 
conclusions with respect to appropriate and effective policies, It 
is the purpose of this concluding section of the Report to set forth 
those policies in definite and specific terms, Before doing so, 
however, it would be relevant to list certain fundamental propositions 
on which the specific policies are based, 


Expansion of U.S, trade with the rest of the Free World is in 
the economic and political interest of both our own nation and our 
sister non—Communist nations, Other industrialized (and even some 
comparatively non-industrial) countries through regional economic 
integration are taking significant steps toward removal of trade 
barriers, The U.S, therefore will have to do whatever is practicable 
to try to remain abreast of the other industrially advanced nations, 
Furthermore, since widened opportunities for exports are vital to 
the economic development of the less developed countries, our will- 
ingness to open our markets to their goods may influence both 
x their chances for economic progress and their basic political decisions, 
; both domestic and international, 


Aside from these questions relating essentially to foreign 
policy considerations, increased trade will also contribute to the 
requirements of our own economy both for goods we must obtain from 
abroad and markets for the products of our industries, This does 
not mean, however, that we should immediately dismantle all trade 
barriers or that we can ignore the adverse effects increased trade, 
especially rising imports may have on certain limited sectors of our 
economy, Moreover, policies resulting in expanded trade should safe- 
guard labor standards achieved in our own and other industrial nations 
as well as measurably contribute to the improvement of those in less 
developed countries, 


This Report has attempted to describe the economic framework 
in which the nation*s trade policy must be developed. To be sure, 
more complete information would be useful regarding some aspects of 
our situation, Nevertheless the general outlines of our position 
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in the world trade picture are clear, Viewed from almost any rele~ 
vant angle ~~ domestic economic requirements, foreign policy con= 
siderations, the urgent need of the less developed countries, or the 
reduction of trade barriers in Western Europe ~- the U.S, ought to 

continue on the path of gradual trade liberalization, 


Yet, there is no assurance that this course will be chosen 
after June 1962 when the Reciprocal Trade Agreements Act is scheduled 

to expire, Indeed, the prospects for even holding the present line, 

not to speak of adoption of a more liberal trade policy, are quite un- 
certain, The reason for this is that both the beneficial and the adverse 
effects of trade fall very unevenly on the people of our own country, 

and especially working people, as well as those of our trade partners, 
Whether or not the country will be willing to stick to the road toward 
gradual removal of trade barriers will depend on how successfully we 

can mitigate some of the inevitable stresses and strains involved in 
a_liberal trade policy and how successful we are, as _a nation, in 
promoting and maintaining full employment. 


Can we assure that U.S, industries will not suddenly be faced 
with large-scale influxes of low-priced imports? 


Can American industries be assured that even in the long run, 


imports will not be permitted to depress their output and employment 
from historic levels? 


Can we provide assistance to workers, firms and communities 
adversely affected by imports? 


Will we try in our trade negotiations and through our partici- 
pation in GATT and the ILO to promote the principle and practice of 
fair labor standards in international trade? 


It will be difficult for us, however determinedly we may be 
committed to a liberal trade policy, to pursue such a program if we 
do not find answers to some of these questions, 


Unless we can obtain affirmative answers to these questions, 
the fact that a liberal trade policy may be right for America does 
not mean that it will be followed, For America needs not just a 
right policy, in terms of our economic and political objectives, 
but a just policy -- just to our own firms and workers as well as 
just to our trading partners 


The policies outlined below are aimed toward formulation of a 
tariff and trade policy for America that will be both right and just, 
that tries to continue the promotion of multilateral trade and at the 


same time resolve some of the domestic problems resulting from expan= 
sion of international trade, 
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The "No Injury" Principle-—Peril Point and 
Escape Clause 


A major feature of the tariff and trade policy of the U.S. is 
the principle of “no injury" to domestic producers. This is sought 
to be accomplished in two safeguards which have been provided by 
amendments to the Reciprocal Trade Agreements Act: 


(1) Through the so-called “peril point" provision. This re- 
quires the Tariff Commission to survey all commodities on which the 
President proposes to negotiate tariff reductions and to determine 
the rates of duty below which, in the judgment of the Commission, 
tariffs cannot be lowered without injuring domestic producers. This 
provision was first included in the one-year extension of the Tariff 
Act in 1948, then removed in the two-year extension from 1949 to 1951, 
and re-inserted in 195] and retained ever since. 


(2) Through the “escape clause" provision. This permits 
domestic industries, firms or unions to petition the Tariff Commission 
to investigate whether increases in imports resulting from tariff re- 
ductions previously negotiated are causing or threaten to cause serious 
injury to domestic industry. Upon such a finding, the Commission makes 
a recommendation to the President to raise the tariff which the President 
may in his discretion accept or reject. The escape clause safeguard was 
introduced in an executive order issued by President Truman in 1947, 
was later incorporated in the Tariff Act itself, and has been retained 
and gradually tightened since then. 


The peril point and the escape clause taken together constitute 
an undertaking by the government not to cause serious injury to American 
industries through tariff negotiations. The peril point is a pre- 
negotiation protection. It says, in effect, that in the light of the 
available facts, no tariff will be reduced by negotiation to the point 
where it would result in serious injury to the industry concerned. 


The escape clause is a post-negotiation protection. It says, 
in effect, that if the Tariff Commission finds that the negotiators 
have underestimated the actual impact of a tariff reduction, the re- 
duction will be withdrawn, i.e., the tariff will be raised, to the 
extent necessary to safeguard the American industry from serious in- 


jury. 


While these two types of insurance provide a double safeguard 
which together constitute the "no injury" principle, it is well to 
examine them separately. 


Peril Point ~- In actual practice, representatives of the U.S. 
in tariff negotiations are subject to two significant limitations. 
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One, the peril point, has already been described. The other is a 
mathematical limitation prescribed by the basic tariff legislation 
which, except in certain specified rare instances, limits the extent 
of tariff reductions to a certain percentage, regardless of what per- 
centage might be reached if only the peril point were to apply. 


Thus in 1958, Congress limited tariff reductions for the next 
four years to 20 percent from existing rates. Suppose that for 
commodity X, the 1958 rate was 50 percent. The lowest rate that could 
be negotiated would then be 40 percent (50 percent minus 20 percent of 
50 percent). If the peril point, however, were 45 percent, 45 percent 
would be the lowest rate that could be negotiated. On the other hand, 
if the peril point were 30 percent, the negotiators still could not go 
lower than 40 percent. Thus the peril point and the mathematical per- 
centage both apply and they reinforce each other. 


While both the mathematical limitation and the peril point govern 
the tariff negotiators, only the latter, strictly speaking, directly 
supports the “no injury" rule. In other words, if the negotiators 
were able to accurately gauge the effect of a contemplated tariff re- 
duction on domestic industries, they would need only the peril point 
to keep them from negotiating reductions harmful to our industries. 

The mathematical limitation, therefore, is a further restriction that 
goes beyond the "no injury" principle. 


One reason we have had both mathematical limitations and the 
peril point restrictions is that it has been felt that even with the 
best will in the world, negotiators might not have all the information 
needed to accurately determine how low tariffs could go without causing 
injury. Therefore, the mathematical limitations Congress has injected 
into the Tariff Act have tended to restrain our negotiators from re- 
ducing tariffs too fast, and in the overall, may have tended to com- 
pensate for inaccuracies in peril point calculations. 


On the other hand, it must be recognized that the combination of 
mathematical limitations and peril points has tended to hold tariff 
reductions to a snail's pace. On certain items, the mathematical 
limitations have had a greater bearing on how much tariffs could be 
reduced than the peril point. 


Thus in 1955, Congress authorized a maximum 15 percent reduction 
in tariffs over the next three years, but in the subsequent negotiations 
U.S. representatives were able to utilize only 4 percent of that 
authority. In 1958, U.S. representatives were authorized to reduce 
tariffs by a maximum of 20 percent, over the next four years, but it 
is anticipated that in the multilateral negotiations to take place in 
1961, actual reductions overall will amount to not more than 10 per- 
cent and perhaps much less. Of course, since the negotiations are 
reciprocal, our trading partners will not reduce their tariffs anymore 
than we will lower ours. 
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Reductions of 10 percent or less in 4 years do not begin to match 
those taking place in the European Common Market and the European Free 
Trade Area and will soon place our exporters at a very serious dis~ 
advantage (see Chapter V). On the other hand, as has been stated above, 
such factors do not in themselves dictate rapid dismantling of our 
tariff barriers. The extent to which they will make possible a stepped 
up pace of liberalization will depend on whether we can supplement, and 
to some extent substitute for, such existing restrictions as the mathe- 
matical limitations and the peril points, other safeguards suggested in 
this Report. 


Even with the addition of such new features, however, we will 
probably want to retain the peril point as a major safeguard for domestic 
industries. However, with retention of that safeguard plus the others 
to be suggested, consideration might be given to removal of restrictive 
mathematical limitations. This would assure that tariff reductions con- 
sidered by the Tariff Commission to be not injurious to American in- 
dustries could take place at a more rapid rate if other nations were 
willing to make similar reductions in their tariffs against our products. 


Escape Clause ~~ During the first few years that the escape clause 
was in use, comparatively few applications were made to the Tariff Com- 
mission. Moreover, the Commission recommended the granting of relief 

in only a small number of cases brought before it and the President re- 
jected the Tariff Commission's recommendations in even some of the cases 
in which it had upheld the petitioner's contentions. Some idea of the 
limited effectiveness of this procedure may be seen from the fact that 

by 1956 only some 113,000 workers were involved in all cases brought 
before the Tariff Commission. 


Because the escape clause route has seemed to be relatively in- 
effective to those adversely affected by imports, attempts have been 
made to tighten up the procedure. These efforts have aimed at two 
major objectives: 


(1) To alter the criteria so as to make it more difficult 


for the Tariff Commission to reject the requests of parties seeking 
relief, 


(2) To remove from the President his discretion to reject the 
Tariff Commission's recommendations in specific cases. 


With respect to the first objective, loosening the criteria con- 
sidered by the Tariff Commission in determining injury, amendments 

were added to the Tariff Act in 1955 and again in 1958 defining the 
makers of a single product as an industry. This means that a firm 

can seek withdrawal of a tariff reduction if the effect has been to 
increase imports relative to total production on a single item even 
though sales of other products made by the same firm have been flourish~ 
ing and overall its profits, sales and employment have not suffered. 
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In addition, under another recent amendment a decrease of duties 
followed by increased imports, “either actual or relative," is assumed 
to be “the cause for threat of serious injury" when such imports have 
been a substantially contributing factor. 


In the 1955 and 1958 extensions of the Tariff Act, the escape 
clause safeguards against imports were buttressed by provisions tied 
obstensibly to national defense policy. Under the 1955 Act, the Office 
of Civilian and Defense Mobilization was required to investigate any 
situation where imports were likely to threaten national security. 

Upon such a finding by the OCDM, the President is authorized to restrict 
imports of such items. In 1958 this provision was strengthened by 
broadening the definition to include not merely consideration of defense 
requirements in the broadest sense but "even the close relation of the 
economic welfare of the nation to our national security, and ... the 
impact of foreign competition on the economic welfare of individual 
domestic industries; any substantial unemployment, decrease in re- 
venues of government, loss of skills or investment, or other serious 
effects resulting from the displacement of any domestic products by 
excessive imports." Thus under this provision, imports could be 
restricted in cases which bear only the remotest relation to national 
defense or conceivably no real relation whatsoever. 


In addition to the tightening of the escape clause and the 
national defense safeguards, efforts have been made to withdraw the 
President's discretion to reject the Tariff Commission*s recommendations 
in escape clause cases. While such efforts have not been completely 
successful, a provision was included in the 1958 Act under which the 
Congress, by a two-thirds vote, can override the President's rejection 
of the Tariff Commission’s recommendations in an escape clause case 

and require the President to put the Commission's recommendations into 
effect. However, thus far Congress has not utilized this power. 


As in the case of the peril point, the escape clause and re- 
lated restrictions should be considered in the light of the overall 
tariff and trade policy. Certainly the escape clause safeguard can- 
not be eliminated in those instances where it is really needed to 
prevent serious injury to American industries and their employees. On 
the other hand, within the framework of a gradually more liberal trade 
policy, invocation of escape clause relief should be reserved for cases 
where imports really have or are likely to contribute to distress in 

an industry considered as a whole. Moreover, the extent and duration 
of such relief should be directly related to the seriousness and 


duration of the adverse effects of imports. 


Based on such considerations, the existing escape clause pro- 
vision permitting tariff increases in cases where only a part of an 
industry is adversely affected by imports but the industry as a whole 
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is not would seem to go beyond what is genuinely needed to safeguard 
domestic industries from injury due to imports. Applications for 

escape clause relief should be judged in a total, not just a partial, 
framework. 


Second, there is no reason why the relief granted in the form 
of tariff increases or quota restrictions must necessarily be permanent. 
Under the present procedure if tariffs increase after escape clause 
action, the increase is permanent. However, there may be cases where 
the domestic industry can be restored to a competitive position after 

a relatively short period of time. In such cases, it would not be 
necessary to impose a permanently higher tariff on imports. 


In such situations, it might be possible that after the escape 
clause action increasing the tariff, the tariff might gradually be re- 
duced over a period of years so that the original tariff reduction might 
eventually be reinstated. If such a policy were to be adopted, however, 
the removal of protection should be flexibly and realistically geared 

to the ability of the industry to maintain or improve its position. 


Presidential discretion in escape clause cases has now been 
narrowed by the provision permitting the Congress by a two-thirds vote 
to override the President if he rejects the Tariff Commission's recom- 
mendations. Certainly the President's authority in escape clause 

cases should not be further restricted. Since the nation's policy in 
the field of tariffs and trade is intimately bound up with broader 
foreign policy considerations, the President must have authority to 
reject the Tariff Commission‘*s recommendations for restoration of 

trade restrictions where in his judgment such action would be harm- 

ful to the national interest. In such cases, however, he should 
immediately make available to the fullest extent possible the facilities 
of the Trade Adjustment Program which is outlined below. 


On the related question of the so-called “national defense" 
clause, a return to a realistic safeguard is also in order. There 
is no reason why the national defense clause should be so broadly 
worded as to cover cases only remotely or not at all related to 
national defense requirements. Such cases deserve to be considered 
on their merits but under the general escape clause procedure, not 
under the national defense machinery. The national defense provision 
therefore should be revised so that it covers only situations which 
are genuinely related to national defense requirements. 


Market Disruption 


The escape clause is intended to deal primarily with situations 
in which imports gradually increase to the point where serious injury 
is threatened to an American industry. Moreover, the escape clause 
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applies only to items for which the U.S, has previously negotiated 
tariff reductions. 


There has been increasing concern in recent years in the U.S., 
and to some extent in other countries as well, with the problem of 
sudden large-scale influxes of imports which result in significant 
displacement of domestic production and employment. The problem in 
such industries as textiles and apparel has been especially associated 
with very low wage levels in industries in exporting countries giving 
them an unsurpassable competitive advantage over competing firms in 
the U.S. 


The labor movement of the U.S. has played a leading role with- 
in the past few years in pointing out the seriousness of this problem 
and in working toward effective ways of dealing with it. Realizing 
that continuance of the liberal trade program might be jeopardized 
by failure to meet this problem, the then Undersecretary of State 
Douglas Dillon, at an international session of GATT Member nations 
in November 1959, raised the question of market disruption due to 
sudden large-scale influxes of imports from low-wage countries. As 
a result of this initiative of the U.S. Government with the strong 
support of organized labor, the GATT has begun to take action. 


Specifically, the GATT has set up a permanent committee to 
deal with market disruption. This committee, of which the U,S. is 
a member, is now available for consideration of any complaints of 
market disruption that may be raised by GATT member nations in- 
cluding, of course, the U.S. It is contemplated that when one or 
more member countries are confronted with a market disruption pro- 
blem, the countries involved -- both the exporting countries and 
the countries complaining of market disruption -- would meet to 
attempt to work out a mutually satisfactory solution. This solution 
might take the form of some temporary mechanism involving perhaps 
quotas sharply limiting the exports of the items involved or an 
export tax or some other device intended to meet the problem. It 
might also take the form of a decision that improvement should be 
made in the wage levels and the working conditions in the exporting 
country. Of course, the agreement might involve a combination of 
various types of action. 


After such consultation, unresolved issues could then be 
placed before the permanent GATT Committee on Market Disruption 
in an attempt to work out a multilaterally acceptable solution fair 
to all parties concerned, Immediately after the formation of the 
Committee, the AFL-CIO urged the U.S. Government to utilize this 
new machinery as soon as possible to deal with the problem of ex- 
ports from Japan and Hong Kong of textiles and garment s produced 
by extremely low-paid labor. 
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In addition to these new procedures which the GATT instituted 
to deal with market disruption, the GATT Committee, in cooperation 
with the ILO was also instructed to make a study of some of the long 
run aspects of the problem. It was to analyze first the serious pro- 
blems in textile and garments. In particular, this study was to 
analyze the effects of differences in costs, including especially 
labor costs, on development of market disruption problems. This 
analysis was also to bear directly on the whole question of inter- 
national fair labor standards. 


Since the GATT has only just begun to deal with problem of 
market disruption, it is too soon to know just how effective its 
efforts will be. However, what has been done thus far seems to point 
in the direction of a real international drive to meet this problem. 


The importance of the problem is widely recognized because 
failure to deal with it in an effective way would seriously threaten 
the continuance of a liberal trade policy in the U.S. and also in 
other industrialized countries, Certainly trade unions in advanced 
countries will not permit sudden large-scale influxes of imports made 
under low-wage conditions to displace large numbers of their members 
or threaten hard-won labor standards. On the other hand, unilateral 
solutions of such problems, whether by importing or exporting 
countries, could also threaten the gradual lowering of trade barriers 
which is the essence of a liberal trade policy. Moreover, failure 
to meet the difficulties created in importing countries by market 
disruption problems could lead them to keep the products of develop- 
ing countries out of their markets. This would hurt the chances of 
the less developed countries to achieve urgently needed economic 
advancement. This kind of an impasse would only be harmful to both 
the less developed and the industrialized countries. 


Thus, the solution to market disruption problems would seem 
to lie in a flexible but effective attack through cooperative in- 
ternational action under GATT auspices. The U.S. should take even 
more vigorous leadership in seeking such action. 


Trade Adjustment 


Experience has demonstrated that gradual lowering of tariff 
barriers during the past quarter of a century or more has not in- 
jured the economy as a whole. Quite the contrary, it has contri- 
buted to the strength of our own economy and has broadened economic 
opportunities throughout the world. 


Nevertheless, there are bound to be situations where gradually 
increasing imports resulting from past tariff reductions have an 
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adverse impact on some industries. Such situations have arisen in 
the past and they must be anticipated in the future. To deal with 
this problem without necessarily resorting to measures which would 
restrict trade, the Trade Adjustment Program has been proposed. 


The Trade Adjustment Program rests on the principle that it 
is unfair for the entire burden of increased imports to fall on 
workers and firms adversely affected by tariff reductions. If 
tariff reduction is required in the best interest of the nation as 
a whole, no one group should pay the price of that policy. The cost 
should be borne insofar as possible by the nation as a whole. If by 
government decision tariffs are reduced and actual or threatened in- 
jury results, it should be by government decision and action that 
assistance to facilitate the required adjustment is offered. 


A number of bills introduced in both Houses of Congress since 
the early 1950's would have authorized establishment of the Trade 
Adjustment Program. President Kennedy was the first to sponsor such 
legislation when he was a member of the Senate. The proposal was 
specifically endorsed in the Democratic Platform of 1960. 


How The Trade Adjustment Program Would Work 


If the Trade Adjustment Program were enacted, the United States 
Tariff Commission would be required to continue to make its findings 
under the terms of the escape clause. Upon application by industry, 
the Tariff Commission proceeds to hold hearings to determine the ex- 
tent of injury before invoking the escape clause, Once the Commission 


finds injury or the threat of injury, it recommends to the President 
that the tariff be increased. 


Under the present law, the President can decide whether to 
accept the Tariff Commission's findings of injury and thereby im- 
pose the recommendation, which would be an increase in duty, or to 
reject the findings completely. 


Under the Trade Adjustment Program, the President would be given 
one additional route to follow: He could accept the Tariff Commission's 
findings of injury, but instead of imposing an increase in duty he 


could recommend that the facilities of the Trade Adjustment Program 
be invoked. 1 


1/ It has also been proposed that adjustment assistance should be made 
available to firms where there has been a finding of actual or antici- 
pated injury due to increased imports even though there may not have 
been an escape clause finding by the Tariff Commission of substantial 
injury to the entire industry. This suggestion should be given careful 
consideration in further development of the trade adjustment proposal. 
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Thereupon, certain types of assistance would be availabie for 
workers, industrial enterprises and communities. 


For workers: 


1. Supplementary unemployment compensation benefits up to two- 
thirds of weekly earnings for 52 weeks. 


2. Earlier (aged 60) retirement for recipients of old-age 
pensions under the Social Security Law. 


3. Retraining for new job opportunities. 


4. If necessary, transportation for entire families to new 
areas of employment. 


For industrial enterprises: 


1. Loans through the Small Business Administration for the 
adjustment of such business enterprises and communities to economic 
conditions resulting from the trade policies of the United. States. 


2. Technical information, market research or any other form 
of information and advice which might be of assistance in the develop- 
ment of more efficient methods of production and the development of 
new lines of production supplied by appropriate departments and agencies 
of government. 


3. Accelerated amortization for the development of new or 
different lines of production by an eligible business enterprise or 
a more balanced economy in an eligible community. 


For communities or industrial development. corporations within 
communities: 


1. Loans available to communities and industrial development 
corporations on the same basis as to business enterprises. 


2. Technical information, market research°and any other form 
of information and advice available to the community on the same basis 
as to industrial enterprises, as long as such information is aimed at 
developing a more balanced and diversified economy in the community. 


In order for any workers, industrial enterprises -or communities 
to avail themselves of these aids, they would-have to receive a cer- 
tificate of eligibility from the Trade Adjustment Board. The Board 
would be appointed by the President and composed of five members from 
among the officers and employees of the Executive Branch of the govern- 
ment. The Board would determine eligibility and issue certificates 
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on the basis of the U.S. Tariff Commission's report to the President. 


The Board would be authorized to hold whatever hearings might 
be necessary to make such determinations. 


The above are the types of assistance that have been suggested 
for a Trade Adjustment Program. As can be readily seen, this is not 
a “labor" program as some opponents. of the idea have alleged. This 
impression may have developed because the program was first recommended 
in the-Report of the Randall Commission by President David J. McDonald 
of the United Steel Workers of America as a public member of that 
Commission. But, as has already been indicated, the program is by no 
means exclusively aimed at assisting: workers. On the contrary, it 
encompasses a number of other effective types of assistance to business 
firms and communities. 


‘Moreover, the Trade Adjustment: Program has had wide support in 
the U.S. and some features of it have already been adopted in Western 
Europe. It has been introduced for enactment in both Houses of Congress 
by members of both political parties, including President Kennedy 
when -he -was«a Senator. It has also been supported by business leaders, 
leading newspapers and magazines as well as experts in the trade field 
who recognize that a Trade Adjustment Program is essential to a con- 
-tinuing liberal trade policy in the U.S. 


In the European Common Market, steps along the lines of the 
Trade Adjustment Program have already been taken to meet readjustment 
problems resulting from removal of tariff barriers within the region 
(see chapter V). In the European Free Trade Area, there is no pro- 
vision for an inter-governmental approach to readjustment problems. 
However, several of the member countries have set up or are in the 
process of establishing extensive programs to meet these needs. In 
fact; it would appear that the Western European countries seem to 
be firmly committed to effective trade adjustment programs even 
though very little unemployment now exists and they do not anticipate 
serious transitional problems. 


The Trade Adjustment Program is a broad program with support 
from a broad cross-section of the community. Adoption of such a 
program would not only provide essential justice to those affected 
by imports but would assure that the broad national interest would 
be served in tariff and trade policies. The Trade Adjustment Program 
should therefore be: incorporated.as quickly as possible as an essential 
partvof the nation's over-all tariff and trade policy. 
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International Fair Labor Standards 


The relationship between wage levels and labor standards and 
international trade has long been recognized. In fact, the traditional 
justification for high tariffs has been that they were needed to pro- 

tect American workers from unfair low-wage competition abroad. 


For a long time, it was thought that the only way to deal with 
the problem was to keep low-wage imports out. More recently, however, 
consideration has been given to the idea of international fair labor 

standards as a key aspect of tariff and trade policy. 


The principle of international fair labor standards has not, 
and probably cannot be defined with mathematical precision. However, 

its most significant new feature is the notion that in international 

tariff and trade negotiations and through multilateral tariff and trade 
machinery, efforts can be made to raise wages and improve labor stand- 
ards in exporting countries. This would help to eliminate unfair labor 
standards in exporting countries as either a competitive cost advantage 
or as a basis for increased trade restrictions by the importing country. 
An attack on the problem of international fair labor standards is thus 
one way of assuring continuing efforts on a world-wide basis toward 

reduction of trade barriers. 


Various proposals have been made to advance international fair 
labor standards in the context of international trade. This proposal 
was first advanced nearly 20 years ago by the U.S. labor movement. 

On the initiative of labor, a specific proposal was made in 1947, when 
the charter for the proposed International Trade Organization was being 
drawn up, for inclusion of a clause on international fair labor stand- 
ards. After the failure of the effort to establish the ITO, the 
question was again raised in an informal proposal made by the U.S. 
government in 1953 for inclusion of an international fair labor stand- 
ards clause in the GATT. More recently the influence of labor stand- 
ards on international trade has been recognized in connection with the 
GATT's approach to the problem of market disruption. 


In 1960, both the Republican and the Democratic Platforms 


specifically pledged action to promote international fair labor stand- 
ards. Here is what they said: 


Republican Platform: 


"We should also encourage the development of fair labor 
standards in exporting countries in the interest of fair 
competition in international trade." 
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Democratic Platform: 


"The new Democratic Administration will seek inter- 
national agreements to assure fair competition and fair 

labor standards:to protect our own workers and to improve 
the lot of workers elsewhere." 


Consideration of this ‘problem has not been only on the govern- 
mental and inter-governmental level. In a number of statements the 
International Confederation of Free Trade Unions, to which the AFL-CIO 
and other free unions are affiliated, has urged action by trade unions, 
governments and inter-governmental organizations to promote fair labor 
standards in international . trade. 


Thus the issue is a live one which is receiving increasing 
attention in many different»quarters. Effective action, however, 
will require answers to two questions: 


(1) How can we identify unfair labor standards in international 


trade? 


(2) Once such conditions have been identified, what steps should 
be taken to eliminate them? 


Unfair Labor Standards in International Trade 


A nation’s labor standards may be said to be fair when they 
adequately reflect the productivity of particular industries and the 
economy as a whole. However, there is no one simple formula which 
gives the answer as to whether and under what conditions particular 
wages and working conditions do or do not meet such a test. The 
solution to this problem must be approached pragmatically and gradually. 


International trade theory has been traditionally based on the 
notion of “comparative advantage." In general, this meant that a 
country engaged in those types of economic activity in which its costs 
were low relative both to those abroad. and those in potential alter- 
native activities at home: These low costs might result from access 
to raw materials, proximity to markets, low costs of fuel or power, 
and a host of other factors. Among them might be low wages and poor 
working conditions resulting in low labor costs. 


The contribution of the principle of international fair labor 
Standards is*that it eliminates the idea that a competitive advantage 
in international trade can’ be based°on outright exploitation of labor. 
In other words, unfair labor standards must be gradually eliminated 

as a factor in international. competition. 
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The question of how to recognize the existence of unfair 
labor standards has been approached in many ways. Some have 
suggested looking primarily to a comparison of labor standards 
in the exporting industry with those in other industries in the 
same country. Others would compare labor standards in the ex- 
porting industry with those in the same industry in the importing 
country. Actually, under varying circumstances, each of these 
approaches may be appropriate. 


Questions have also arisen as to what factors should be 
compared. Some have suggested a simple comparison of money wages. 
Thus a bill introduced in the 86th Congress refers to “wage rates 
and working conditions significantly below U.S. standards," al- 
though it is noteworthy that the bill also calls for consideration 
of a number of factors, including labor productivity, production 
costs and the components thereof, and the levels of automation. 
Others have recommended a comparison of money wages plus fringe 
benefits. Neither of these approaches is valid because they fail 
to take account of productivity. 


It would be appropriate here to repeat what the AFL-CIO 
Executive Council said in a statement adopted on February 24, 1959: 


",..We are fully aware that it is neither de- 
sirable nor feasible that wage levels be equalized 
in all countries. We recognize that the stage of 
development of a country’s economy and the pro- 
ductivity of its industries may limit the level of 
wages that can be paid. Therefore, it is to be 
expected that wage differentials will continue to 
exist and such disparities should not impede in- 
ternational trade. But we insist that wages and 
working conditions in exporting industries fully 
reflect the productivity and technological advance 
of the industry and the national economy." 


The most valid comparison is not of wages or even of wages 
plus fringe benefits but rather of unit labor costs. This measure 
takes account of productivity. The unit labor cost is the cost 
of labor, including wages and fringe benefits, per unit of output. 


If there are substantial differences in unit labor cost, there 
is at least a prima facie case for concluding that labor in the ex- 
porting country is being exploited. There may be offsetting cost 
disadvantages (raw material costs, costs of transportation, etc.), 
however, which prevent an increase in wages. The test of what the 
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balance is between the cost advantage to the employer of low labor 
costs and offsetting cost disadvantages is his rate of profit. 


In addition, some consideration must be given to comparison 
between wages in the particular industry and other industries in the 
same country. Low profits should no more be regarded as a complete 

justification for low wages abroad than we regard them at home. 


The other side of the coin is that if wages ought to be raised 
in an exporting industry as shown by its high rate of profits, the 
wage (or rather unit labor cost) differential can’t be suddenly or 
completely eliminated. Wage levels in a particular industry are 
related not only to the productivity of that industry but also to 

the general level of output in the country. This level reflects 

the productivity of all the industries in the national economy. 


In general, however, wages of workers in exporting industries 
characterized by relatively high efficiency and high profits should 
be raised when the unit labor costs of such industries are substantially 
below those of foreign competitors. Wage increases for such workers 
would not only benefit them but also workers in other industries in 

the same country. These benefits might take the form of increased 
purchasing power for the products of other industries. Or to keep 

wages in high profit industries from becoming too far out of line 

with other industries, it is possible that part of the increased 

income of workers and profits of employers in the exporting industry 
might be taxed or diverted into government bonds for social invest- 

ment purposes. 


In any case, raising wages of workers in such exporting in- 
dustries would not only lessen the threat to employment opportunities 
of workers in importing countries but would also assure that the 
employer in the exporting country would not reap the sole gains from 
expanded markets with all decisions as to how such funds are to be 
distributed left to him. 


Raising wages of workers in exporting industries is in large 
part a job for the trade union movement. Therefore, everything. 
possible must be done to support development of effective trade 
unions throughout the world. U.S. trade unions can support this 
effort both through their own activities and through support of the 
International Trade Secretariats (international organizations of 
national trade unions in specific industries) and the International 
Confederation of Free Trade Unions. 


However, there must also be action by our own government as 
well as through such international agencies as GATT and the ILO. Such 


141 


“ ees tH i hate De et saa ‘ r cits th veut i if y iis ay ‘i f ich , E ese seal a ont) 5 . ASM Teas : i i Ace 2h a ¢: baits ie Lie 
Be pa 
WY i 
it 
a 
: ht 
a e 
shel aie a 
a yh eae 17% 
ea INS 
Puen Re he 
cies ine or 
Whey a Pentges 
4 peepee en 8s 
oe) i" 
} \ 
if 
i capes 
ah eee 
creed ee 
a Ve 
cat renee 
peng 4 
fees oa 
. - ; pa gv ‘ a 


action is particularly needed in situations where because of weak or 
even non-existent unions, workers are denied the wages and working 
conditions they could otherwise win if bargaining power of workers 
and employers were evenly matched, 


Methods of Eliminating Unfair Labor Standards 


While there may be problems involved in how to determine the 
existence of unfair labor standards in international trade, the problem 
still remains of what can be done to eliminate such conditions. Sug- 
gestions have been made for dealing with this problem both through 
action by the U.S. Government as well as multilateral organizations. 


The Randall Commission appointed by President Eisenhower in 
1954 approached the problem from the standpoint of U.S. policy. It 
recommended that our negotiators should simply make clear that no 
tariff concession would be made on products made by workers receiving 
wages which are sub-standard in the receiving country. 


Another suggestion has been made to guide U.S. tariff negotiators 
in situations involving unfair labor conditions. Under this proposal, 
if the U.S. granted tariff concessions on the products of such an ex- 
porting industry, the concessions should be granted on a conditional 
basis with a definite and specific proviso that the labor standards 
must be raised by a specific amount over a definite period of years. 


Failure to meet this obligation would mean withdrawal of the tariff 
concession. 


In addition to proposals which have been made for governmental 
actions, suggestions have been advanced for dealing with the problem 
in the GATT, including an annual review procedure and a complaint 

procedure. 


Annual Review Procedure -- Under this proposal, the GATT would 
require each of its member nations to file an annual report. In this 
report each nation would specify what has been done during the preced- 
ing year to improve the wages and working conditions in industries 

in which tariff concessions had been granted by importing countries 
and in which increased export trade had taken place. This annual re- 
port would then be reviewed by all interested parties and could be 
open for discussion during regular GATT sessions arranged for this 
purpose, 


The importing countries might in the course of such discussion 
make suggestions or recommendations as to steps which the exporting 
country should take in order to improve wages and working conditions 
in exporting industries and therby remove actual or potential problems 
of market disruption. If there were disagreement as to the actual 


142 


mi We 
4h hie 
a bi 
i ( 
ji i 
i i 
H ‘ 
i 
4 
: i 
ee 
i ne 
a ny ‘y 
; ; 
4 D 
| ee 3 
eee We ae | 
see pares ice 
Mite ey sc aoe 
Passi Soa tal 
y 8 ee ae ef 
Bee: Slee 
pices hae te 
ae ae 
j ; 
ee 
i arene neem tc 
: ; 
wy 
, Be 
! m 
‘ ee 
me 3 ea 
wren 
EB Weed 
Ka alg 
cee oor 
ee mn 4 
‘a Rae 
ee : cei 
eee ' as 
i Sa : aad 
eu ; 
: { 
| 
- 2 . 
cf ~ 7 - 


situation in the exporting country with respect to wages and work- 
ing conditions, it might be appropriate for the GATT to call in the 
ILO to prepare a factual report on the labor situation in the ex- 

porting industry. 


It is not contemplated that under this arrangement there would 
be any sanctions brought to bear on the exporting country. However, 
there would be the moral pressure under international auspices for 
improvement of labor standards in exporting industries benefiting 
from expansion of their markets resulting from tariff concessions. 
This concept of an annual review has been carried out in other in- 
ternational agencies, including the Economic and Social Council of 
the United Nations, the OEEC, the ILO with respect to application of 
Conventions and Recommendations and the GATT itself with respect to 
the so-called agricultural waivers. 


Complaint Procedure -- The purpose here would be to make a 
complaint machinery in the GATT available to industry and labor in member 
countries acting through their governments. Where in a particular in- 
dustry in an importing country the union and/or firms believed that 

they are faced by unfair competition based on unfair labor standards 

in the exporting country, they could ask their government to take 

their complaint directly to the GATT. Under GATT auspices, there 

could then be direct confrontation between the exporting and im- 

porting country (involving if possible representatives of labor and 
industry in the two countries as well as representatives of government) 
in an international rather than bilateral setting. The two countries, 
with the assistance of the GATT, which might also consult the ILO 

on the labor aspects of the problem, might come to an agreement. 

This agreement might take the form of some temporary mechanism in- 
volving perhaps yoluntary quotas imposed by the exporting country or 

an export tax or some other device intended to deal with the short- 

run problem. Or it might take the form of a decision that improve- 

ment should be made in the wage levels and working conditions in 

the exporting country in order to meet the problem, Or it is 

possible that there might be a combination of recommendations for 

both short-term and long-term action, 


If the two parties with the assistance of the GATT and ILO 
could not come to an agreement, then the complaining party might 

bring the matter before the next regular session of the GATT. In 
that case, the GATT might recommend what action, if any, should be 
taken by the exporting country to correct the situation. 


shit 


All of these proposals are aimed at assuring that broadened 
trade, employment and income opportunities for exporting countries 
are reflected in improved wages and labor conditions for workers in 

those countries. At the same time, raising levels of wages and labor 
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standards in exporting countries from unduly low levels will help to 
eliminate competitive advantages based on unfair labor conditions 
which curtail employment opportunities and depress labor standards 
in competing importing countries. 


Effective approaches can and should be made to this problem if 
we are to continue to make progress toward gradual reduction of in- 
ternational trade barriers. Development of effective techniques to- 
ward promoting international fair labor standards should be a foremost 
concern in the tariff and trade policy of the U.S. Government and in 
U.S. participation in such international agencies as the GATT and the 
ILO. 


Safequarding Historic Levels 
of Production 


A number of international unions affiliated with the AFL-CIO 
have urged that the principle of "safeguarded historic levels of pro- 
duction" should be incorporated as a fundamental feature of the nation’s 
tariff and trade policy. Under this proposal, the Government in all 
phases of activity involving tariffs and trade would make a commitment 
to protect the historical level of production of all or most domestic 
industries so that competitive imports, in and of themselves, would 
not depress levels of production and employment below historic levels. 


An important corollary to this proposal, however, is that in- 
dustries subject to sharp import competition would, in effect, be on 
notice that expansion of the capacity of the industry above historic 
levels would subject it to the risk of the full impact of foreign 

competition. A leading proponent of this proposal has said: 


"The acceptance of this proposal would be an announce- 
ment to American industry and workers generally that 
further investment or attachment to the industry neces- 
sarily runs the risk of having to face the full impact 
of foreign competition. It is expected that management 
would accelerate its research and development work in 
order to devise products and methods of manufacture 
which would relieve it of the fear of foreign compe- 
tition or that capital would be warned to find new 
areas since new investment in this industry in the form 
of expanded capacity is not likely to be protected. 


Workers ae would be discouraged from entering 
these fields." 


1/ Solomon Barkin, Qutline of Considerations for the Formulation of 
a _ Trade Union Foreign Trade Policy. 
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Various suggestions have been offered for defining the safe- 
guarded absolute historic level of production. Essentially, it 
involves a standard absolute level of domestic production based on 
the recent experience of the particular industry prior to any unusual 
influx of imports. The fundamental objective of this proposal is 
that domestic producers would have an opportunity to supply con- 
sumption up to that level but might have to compete with imports 
for any consumption above the safeguarded absolute historic level. 


With the inclusion of this principle in tariff and trade 
policy, decisions on such matters as peril points, relief in escape 
clause cases, market disruption issues and determination of the list 
of items for negotiation of tariff reductions would all have to take 
into account the anticipated effect on safeguarded absolute historic 
levels of production. Presumably, no liberalizing action would be 
taken which would impinge upon this principle. Likewise, the Govern- 
ment would be committed to take all action possible, through the GATT 
and other means, to restrict imports which threaten to prevent a 
domestic industry from maintaining its absolute historic level of 
production. 


Once this principle has been incorporated in U.S. tariff and 
trade policy and has had a chance to operate in actual practice, it 
would be possible to consider whether it should be maintained rigidly 
or whether it might, in certain instances, be modified without in- 
juring American firms or workers. It is possible that inevitable 
attrition in declining industries plus an effective trade adjustment 
program might make it feasible to gradually reduce the safequarded 
level and thereby permit a greater volume of imports without adversely 
affecting firms and workers in the domestic industry. 


Foreign Investment 


Foreign investment by American firms has mushroomed in recent 
years, American companies have located plants in all parts of the 
globe, but the bulk of U.S. investment has been in the industrially 
advanced prosperous countries of Western Europe, Few American firms 
have established facilities in the capital-starved less developed 
countries of Africa, Asia and Latin America and most of those have 
been in oil and other extractive industries. (See chapter VII) 


This movement must now be reversed. Special encouragement 
for U.S. investment in industrialized countries should be with- 
drawn, On the other hand, every possible incentive should be given 
for the right kind of investment by U.S. firms in the developing 
countries, This reversal of the distribution of foreign investment 
is needed from the standpoint of both our domestic economic require- 
ments and our over-all foreign policy objectives. 
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Unfortunately, our present policies definitely encourage in- 
vestment in the industrially advanced countries. In addition, the 
incentives we offer for such investment are supplemented by special 
inducements the foreign countries have developed to attract American 
capital. 


Under present laws, an American firm investing in a foreign 
business subsidiary may indefinitely postpone payment of U.S. taxes on 
the earnings of such an enterprise until such time as it decides to 
return the foreign-earned revenues to the U.S. Until and unless the 
earnings are transferred back:to America, they.completely escape the 
U.S. tax. In effect, therefore, such a company receives an interest- 
free loan from the U.S. Government, for use in its overseas facility. 


In the foreign locations, general corporate tax rates are almost 
invariably lower than in the U.S. In addition, U.S, firms are often 
able to obtain special tax concessions and ‘liberal depreciation 
allowances, 


Even that is not the whole story, however. Such countries as 
Switzerland and Panama provide "tax havens" for U.S. firms operating 
overseas, U.S. companies set up token offices in such tax haven 
countries where they receive liberal tax benefits. Then they funnel 
their profits, regardless of where they are earned, around the world 
from the central office in one of the tax haven countries, thereby 
avoiding paying anything like the U.S. tax rate. 


All of these inducements, provided both by the U.S. and 
foreign countries, increase the attractiveness of foreign over 
domestic investment for U.S. firms. A recent study of the American 
Management Association 1/ shows that because of tax differentials 
the re-investment by American companies of foreign earnings in 
their overseas facilities can provide roughly double the rate of 
profit accumulation for reinvestment possible under U.S. tax rates, 
All of this means that tax differentials distort the investment 
decisions of American firms in favor of investment overseas, nearly 
all of which takes place in the industrialized countries. 


As has been seen in Chapter III above, not all of this in- 
vestment results in displacement of U.S. output and jobs, but some 
of it does, Certainly until full employment is achieved at home we 
should not be providing special attractions for export of American 
jobs abroad to the booming countries of Western Europe which are 


already enjoying full employment (and in some cases more than full 
employment) conditions. 


1/ Quoted in Business Week, December 1, 1960. 
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Moreover, while it is true that some of these countries 
welcome American investment, concentration of U.S. investment in 
key expanding industries abroad sometimes creates considerable 
resentment. Thus bad feeling was displayed in Great Britain when 
Ford recently purchased complete control of its British affiliate 
with a transfer of $332 million thereby assuring American firms more 
than 50 percent control of the British auto industry. There have been 
similar reactions in Australia, Canada and other countries where 
American firms have become dominant in major industries. This kind 
of ill feeling which has developed would give reason for restraint 
of U.S. investment in industrially advanced countries even if there 
were not significant economic reasons for such a slackening. 


Although tax incentives have lured American capital to the indus- 
trialized countries, the same tax policies are far from sufficient to 
attract American firms to locate in less developed countries. Yet it 
is in these areas that increased capital investment is particularly 
needed. 


Before many American firms will be willing to locate in these 
relatively remote and unstable areas, they will want to have certain 
assurances. They will want, in particular, protection against con- 
fiscation by the foreign governments and definite assurance that they 
will be able to convert their overseas earnings into U.S. dollars. 


In addition, such firms will not build plants in the less 
developed areas unless certain essential facilities are first made 
available. Efficient production in industrializing countries must 
be preceded by construction of transportation, port and power 
facilities as well as establishment of training, educational, health 
and other social service programs. Public funds, from foreign 
economic and technical assistance programs, as well as whatever 
domestic financial sources are available, will be needed to provide 
these services. Without them, private firms from abroad will 
continue to be extremely reluctant to locate in these countries. 


What is needed now, therefore, is a complete rethinking and 
recasting of our policy with respect to foreign investment. Our 
policies, especially our tax policies, should be redirected to re- 
move special incentives for investment in industrialized areas and 
to encourage investment in the less developed countries. The 
following policies should be considered: 


(1) There should be no special incentives for investment by American 
firms in industrialized countries, This means that the standard 


American corporate tax of a maximum of 52 percent would apply to the 
earnings of American companies from their overseas operations except 
that allowance should be made for taxes actually paid abroad. This 
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would not only eliminate the special tax advantages the U.S. has made 
available but would also nullify the attractiveness of lower foreign 
tax rates and foreign tax concessions. 


In his Message on Balance of Payments and Gold on February 6,1961, 
President Kennedy said that he had asked the Secretary of Treasury to 
report “on whether present tax laws may be stimulating in undue amounts 
the flow of American capital to the industrial countries through special 
preferential treatment, and to report further on what remedial action 
may be required." President Kennedy pledged only not to “penalize 
legitimate private investment abroad." 


It seems clear that the present policies have unduly encouraged 
American firms to invest in the industrialized countries. Therefore, 
the present tax advantages for foreign investment should be eliminated 
so that American firms operating abroad will be neither penalized nor 
placed in a privileged position in relation to investment at home. 


In the event that the above recommendation is not adopted, e 
there should certainly be no additional incentives offered for in- ' 
vestment of American capital in the industrially advanced countries. 
Also, at the very least, the tax laws should be amended to provide 
for immediate application of full U.S. tax on profits earned by U.S. 
firms from sale of products shipped back to the U.S. from their over- 
seas operations. The full tax should be paid when the foreign co- 
poration ships back to the U.S, merchandise produced overseas and 
receives more than 10 percent of its total gross revenue from the 
sale of these products on the American market. Of course, under 

such circumstances, the full tax should apply to all overseas 


operations regardless of the corporate form in which they are 
organized. 


(2) The present tax incentives should be continued for 
American firms investing in less developed countries and extended 

to business operations in such countries organized in forms not 

now eligible for tax deferral on overseas profits. Continuance of 
these tax incentives for overseas operations in the less developed 
countries after they have been removed for investment in industrialized 
countries should provide further encouragement to American firms to 


locate in less developed countries. However, these tax incentives 
should be limited to firms operating in less developed countries 


meeting the following conditions: 


(a) They should be operating new non-extractive 
enterprises, 


(b) 


Such enterprises should contribute to the over- 
all developments of the area in accordance with whatever 
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plans for its industrialization might have been formulated, 


(c) They should undertake to maintain fair labor 
standards in their overseas operations. 


(d) They should receive more than 90 percent of 
their income from the sale of their products in markets other 
than the U.S. 1/ 


Conclusion 


American unions and their members are increasingly concerned with 
the impact of foreign trade. The facts presented in this Report make 
it perfectly understandable why they should be. 


In the formulation of its policies, the labor movement has always 
considered first and foremost the welfare of the whole nation. It must 
place first emphasis on the national interest in the field of tariffs 
and trade, too. But this doesn*t mean that we must tolerate un- 
necessary injury to American industry or workers or unnecessary 
callousness to the plight of individuals. Certainly this is not in 
the trade union tradition. We must seek a policy which advances the 
national interest without placing an undue burden on any individual 
or group. 


The policies outlined above are intended to meet both these 


criteria. They would permit the country to maintain the liberal trade 
policy it has supported since 1934, But they would also alleviate 

any adverse effects of such a policy and assure that its benefits 

are widely spread both at home and abroad. 


This is both a realistic policy for expansion of international 
trade and one which is in the broadest national interest. It con- 
sciously avoids the outmoded slogans of protectionism and free trade. 
It looks to the future and not to the past. It is a policy which is 
intended to win the support of all segments of organized labor and 
indeed of the whole nation. 


1/ Recommendations in President Kennedy's Tax Message of April 20, 1961, 
are in line with these proposals except that they do not include the 
conditions we have suggested for tax incentives in less developed 
countries, 
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AMERICAN FEDERATION OF LABOR AND CONGR 
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EXECUTIVE COUNCIL 
EXECUTIVE COMMITTEE 
GEORGE MEANY WM. F. SCHNITZLER 
PRESIDENT SECRETARY-TREASURER GEORGE MEANY 

WALTER P. REUTHER 

WALTER P. REUTHER GEORGE M. HARRISON HARRY C. BATES GEORGE M. HARRISON 

WM. C. BIRTHRIGHT JAMES B. CAREY WM. C. DOHERTY JAMES B. CAREY 


HARRY C. BATES 
DAVID J. MCDONALD 
DAVID DUBINSKY 
WM. F. SCHNITZLER 


DAVID DUBINSKY DAVID J. McDONALD EMIL RIEVE 

WM. L. McFETRIDGE JOSEPH CURRAN MAURICE A. HUTCHESON 
A. J. HAYES JOSEPH D. KEENAN L. S. BUCKMASTER 
JACOB S. POTOFSKY A. PHILIP RANDOLPH RICHARD F. WALSH 

LEE W. MINTON JOSEPH A. BEIRNE JAMES A. SUFFRIDGE 

O. A. KNIGHT KARL F. FELLER PAUL L. PHILLIPS 
PETER T. SCHOEMANN L. M. RAFTERY W. A. CALVIN 


. 815 SIXTEENTH STREET, N.W. 
4 WASHINGTON 6,D.C. NATIONAL 8.3870 


Dear Friend: 


We are sending you the enclosed materials in response to your 
recent request for information on the application of the antitrust 
laws to unions. I hope you will find both the bibliography and the 
individual pamphlets helpful. 


The trade union movement feels strongly that the antitrust laws 
are not an appropriate means of dealing with the problems of unionism 
and collective bargaining. Over the years those who have tried to 
keep unions weak and ineffective have attempted to use the courts and 
the antitrust laws for this purpose. It is for this reason most 
students of industrial relations in the United States do not look 
upon the antitrust laws as a constructive way to deal with collective 
bargaining problems. 


Through their unions, workers seek to use their collective 
strength to establish a decent standard of living, and to deal with 
basic problems arising out of the employment relationship. Our entire 
nation has been the beneficiary of this activity. 


Sincerely, 


awrence Ro 
Director of ucation 
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Briefing Session is a public affairs pro- 
gram with a difference—a difference of 
real significance to the community 
leaders and other thoughtful citizens 
who are the cream of the television 
audience. 


Briefing Session is topical; each weekly 
program examines an issue of current 
national or international importance. 
But Briefing Session is not chained to 
the headlines of the hour. It seeks per- 
spective, unconfused by the clatter of 
superficial sensations. 


Briefing Session could be called a panel 
show, since two-thirds or more of its 
half-hour consists of discussion among 
outstanding specialists on the subject 
being examined. But its aim is enlight- 
enment rather than argument, reason 
instead of rancor. It brings together ~ 
divergent views to provoke thought, not 
tempers. 
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The principal element that gives Brief- 
ing Session its distinctive quality is the 
“briefing” from which it takes its name. 
Each program opens with a film-and- 
narration sequence of five to ten min- 
utes, which delineates the issue to be 
discussed and. poses, in impartial but 
provocative. style, the questions that 
arise from it. 

This “briefing” is. carefully prepared 
in advance. It not only tends to set the 
tone for the discussion that follows, but 
brings the viewer into the body of the 
program with a better grasp of the 
subject, and thus a keener interest in 
what the panelists will have to say 
about it. 

The panel members seethis “briefing” 
just before they go*on caméra. From 
then on their discussion, chaired by a 
moderator or host who, like the briefing 
officer, is a permanent part of the show, 
is wholly extemporaneous and is re- 
corded live, without editing. 
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Another element of major importance to 
Briefing Session is the consistent high 
quality of both its permanent personnel 
and its guests. Because of the prestige 
of the National Educational Television 
and Radio Center, it has been possible 
to attract outstanding personalities to 
the program. 
*~ * * 


Briefing Session was first produced two 
years ago by NET in cooperation with 
the National Broadcasting Company. It 
returns to television with a fresh ap- 
proach, bolstered by top-notch personnel 
and with the certainty that it can com- 
mand the best available talent and 
material. in.every phase of its produc- 
tion. The subject-matter, personnel and 
production of the programs are under 
», tlie supervision.of NET. 

AFL-CIO. participation in helping fi- 
nance the series is in keeping with its 
often-expressed conviction that aa in- 
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formed citizenry is the surest way to 
promote, national policies that will be 
good for America, and therefore good 
for the labor movement. 


* * * 


As in the past, Briefing Session will be 
shown by member stations of the NET 
network. In addition, it is now being 
made available for public service show- 
ing by commercial stations that are not 
directly competitive with NET outlets. 
The quality of the program and the 
promotional assistance now available 
from the AFL-CIO imsure enhanced 
prestige and a growing audience among 
the community’s..opinieon-makers for 
those stations which avail themselves. of 
this opportunity. 


Audition prints can be obtained from 
the AFL-CIO Department of Public Re- 
lations, 815 16th St., N.W., Washington 
6, D.C. 
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Also Available: 


‘AMERICANS AT WORK’ 


This series of 104 films, showing 
Americans performing the infinite va- 
riety of fascinating jobs that provide the 
nation’s goods and services, is still avail- 
able for public service showing. 

The series covers the panorama of 
American working life — bricklayers, 
teachers, postmen, bookbinders, musi- 
cians, seafarers, auto workers, barbers 
and many more. 

Produced by the AFL-CIO over the 
last two years, these 1314-minute films 
are timeless in their appeal to the “‘side- 
walk superintendent” in all of us. They 
are currently on 170 television stations, 
many of which are planning to re-run 
the series. The program is also carried 
on the Armed Forces overseas network, 
and many of the films have been trans- 
lated into foreign languages for use by 
the United States Information Service. 

For further information, including a 
complete list of titles, or for an audition 
print, write to the AFL-CIO Depart- 
ment of Public Relations. 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


George Meany Wm. F. Schnitzler 
President Secretary-Treasurer 


815 16th Street, N.W. 
Washington 6, D. C. 


°° EB '7 


Who Watches? 


In any communications medium, 
the quality of the audience is as im- 
portant as its size. 

A television station’s standing in 
the community—and its appeal to 
advertisers as well—depends not 
only upon how many view its pro- 
grams, but also upon who they are. 

Several independent studies have 
shown that in areas served by NET 
stations, their viewers include a 
heavy proportion of community 
leaders and opinion-makers. 

This is the kind of audience 
Briefing Session will bring to com- 
mercial stations that avail them- 
selves of this unusual opportunity. 

Program managers are invited 
to see for themselves by requesting 
an audition print. 


AFL-CIO Department of Public Relations 
815 16th Street, N.W., Washington 6, D. C. 
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An 
Analysis 
Of 


Antitrust Laws 


And Union Activity 


American Federation of Labor and 
Congress of Industrial Organizations 
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Statement of Andrew J. Biemiller, Member 
National Legislative Committee 
American Federation of Labor* 
Before the Antitrust Subcommittee 
of the House Judiciary Committee 
Concerning Application of the Antitrust Laws to Labor Unions 
June 8, 1955 


* Mr. Biemiller is now Director, Department of Legislation, AFL-CIO. 
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yes subcommittee has been holding hearings on the report of the 

Attorney General’s National Committee to Study the Antitrust 
Laws. This report deals with the application, enforcement, and ad- 
ministration of a number of congressional enactments starting back 
with the Sherman Act of 1890. This is a very important current 
issue which deserves serious attention from the Congress. 

This committee’s report deals briefly with the extent to which the 
antitrust laws have been applied to union organizations and to union 
activities. For the most part, this section of the committee’s report 
confines itself to an analysis of the present situation in this field, with 
a guide to the ways in which it believes existing antitrust laws can be 
applied in special cases to union activity. 

The committee does make some general comments regarding union 
activities, and it broadly suggests “appropriate legislation,” but in no 
way does it state that antitrust laws should be extended to govern 
union activities and it does not examine or state whether in fact there 
appears to be an actual need for congressional action. 

Nevertheless, the committee report seems to have served as a sig- 
nal for a number of anti-union employers and employer associations, 
such as the U.S. Chamber of Commerce and the National Association 
of Manufacturers, to raise once again the battle cry “put unions under 
the antitrust laws.” 

The argument is a familiar one. It states that antitrust laws now 
apply only to business while unrestrained union activity is permitted. 
Unions have grown so big, the argument runs, that they constitute a 
danger and a threat to the success of our free enterprise system. 

This is the type of argument which has now been made for well 
over half a century. Although it has a very plausible ring, it is as 
phony as a $3 bill. 

This argument relies on a number of basic misconceptions. I 
would like to take the time to explain to this committee the funda- 
mental facts that make it clear that it would neither be necessary nor 
desirable for Congress to take particular action to bring unions under 
the antitrust laws. 


1 The call for application of antitrust laws to labor unions ignores 
© the bitter pages in American history reflecting use of antitrust 


legislation to suppress legitimate union activities. 

In 1890, at the time of the passage of the Sherman Anti-Trust 
Act, the American Federation of Labor was nine years old. Ameri- 
can trade unions were just beginning to assume a form adequate to 
represent the laboring people of America. 

Congressional debate over this legislation reflected clearly the intent 
to limit the abuses of big business combinations. There was no 
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reference to unions in the Act. House debates did not refer to unions 
at all. All legislators who supported labor voted for the Act. 

Yet, in 1893, the second attempt to apply the law involved a group 
of workers.1 During the same year the Circuit Court for the Eastern 
District of Louisiana? held that a strike of draymen in New Orleans 
was an illegal restraint of interstate commerce under the Act. The 
Court, in enjoining the strike, concluded that in legislating against 
restraint of trade, Congress acted so broadly that whatever the source 
of the restraint, the fact of it was sufficient to allow an injunction 
under the Sherman Act. 

The Courts until 1914 continued to avail themselves of the in- 
junctive power under the Sherman Act in many types of labor dis- 
putes. For example, the lower courts, in the famous Debs case,* 
enjoined a railroad strike on the ground that the interstate commerce 
via the rails was being impaired. 

In the notorious Danbury Hatters’ case,* the Supreme Court de- 
cided that a nationwide boycott of non-union made hats initiated by 
the Hatters’ Union violated the Sherman Act. In arriving at its 
opinion, the Court concluded that the Act made no distinction among 
various types of contracts and that any contract which might result 
in restraint of trade was illegal. 

It is hard to realize today the force with which the Danbury Hat- 
ters’ case burst upon the slowly developing union movement. Here 
was a small union conducting a peaceful action, merely urging its 
members and sympathizers not to purchase the products of an anti- 
union hat concern. As a result of its prosecution and conviction, the 
entire funds of the union were confiscated. Since even these were 
insufficient to pay the fine, the homes and life savings of the individual 
members were seized to the extent necessary to pay the fine. 

In the face of this threat to their very existence, is it any wonder 
that all organized labor actively campaigned to show the Congress 
and the public the wide gulf between action necessary to curb business 
evils and the action that had actually been taken to stifle union or- 
ganization? 

When the Clayton Antitrust Act was considered in 1914, unions 
succeeded in persuading Congress to enact the famous Section 6 
which states specifically that “The labor of a human being is not a 
commodity or an article of commerce.” This action was supple- 
mented by the language in Section 20 which was designed to remove 


1Blindell v. Hagan, 54 F. 40 (1893). 
i States v. Workingmen’s Amalgamated Council of New Orleans, 54 F. 
8 United States v. Debs, 64 Fed. 724 (1894). 

4 Loewe v. Lawlor, 208 U.S. 274 (1908). 
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the power of the federal courts to issue injunctions in cases involving 
labor disputes. 

With the cooperation of the Courts, however, anti-union employers 
were able to find a way around these safeguards for which organized 
labor had so desperately fought. They succeeded, through judicial 
interpretation, in getting the protection under the Clayton Act so 
diluted that it merely meant that workers had the legal right to or- 
ganize into trade unions. It did not mean, the Courts ruled, that 
various types of union activity were protected against the injunction 
process. The antitrust laws continued to be used to break strikes and 
harass union workers. 


Two particular cases show how the antitrust laws were applied 
against unions during the 1920’s. In the first,®° members of the 
Machinists Union in New York City refused to work upon or install 
printing equipment produced by a non-union manufacturer in the 
state of Michigan. The Supreme Court’s position was that the dispute 
did not come under the specific wording set forth in Section 20 of the 
Clayton Act. The Court emphasized that the dispute was not be- 
tween an employer and his employees, but between the employees of 
one employer and another employer. Relying on this distinction, the 
Court allowed an injunction against the union in spite of the pro- 
visions of the Clayton Act. 


This same attitude towards secondary activity was reflected by 
the Supreme Court in an important 1927 decision. Again, the Court 
held that concerted refusal by organized labor to work upon or with 
the stone products manufactured by a non-union manufacturer re- 
sulted in illegal restraint of commerce under the Sherman Act. 


These continuing abuses of the injunction power were finally curbed 
with the adoption of the Norris-La Guardia Act in 1932. This statute 
was designed to protect union activity from government by injunction. 
The law’s ban on injunctions was applied to “any controversy con- 
cerning terms or conditions of employment . . . regardless of whether 
or not the disputants stand in the proximate relation of employer 
and employee.” 

More recently, in 1940-41, the Department of Justice embarked 
upon a series of efforts to apply the antitrust laws against unions. 
This led to a series of Supreme Court opinions which have clarified 
the present attitude of the Courts on this issue. Perhaps the most 
important principle adopted by the Court has been that when a union 
acts alone in behalf of the interests of its members, its activities do 


5 Duplex Printing Press Co. v. Deering, 254 U.S. 443 (1921). 


“Bea Cut Stone Co. v. Journeymen Stone Cutters’ Assoc., 294 U.S. 37 
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not fall under the antitrust laws which are designed for a funda- 
mentally different purpose, the maintenance of competition among 
business enterprises. 

For example, in a significant 1941 decision,? the Court considered 
the problem of whether a strike by a union against an employer who 
had given work to a competing union’s members violated antitrust stat- 
utes. In its decision, the Court ruled that passage of the Norris-La 
Guardia Act effectively nullified previous judicial interpretations of 
Section 20 of the Clayton Act. The Court concluded that the Sher- 
man Act could not apply to the types of union activity specified in 
Section 20 of the Clayton Act ard Section 4 of the Norris-La Guardia 
Act. This conclusion, however, was limited to those situations where 
a union carries on its efforts in its own self-interest and does not unite 
or act in concert with employers. 

A few years after this decision, the Supreme Court was faced with 
a different type of situation. In this case* the Court found that cer- 
tain union activity had been conducted in collusion with employers 
and that as a result, the union’s conduct did fall within the scope of 
the antitrust laws. This decision has made it clear that to remain 
free of the antitrust laws, a labor union must refrain from combining 
with employers to restric. or control business practices. 

Many of the protections finally achieved for union activity were 
negated by the passage of the Taft-Hartley Act. Once again various 
types of unio. activity are subject to government action. Once again 
injunctions are authorized against unions. And now over and be- 
yond the penalties that have been inflicted on organized labor as a 
result of the Taft-Hartley law, anti-union employers are seeking to 
open additional areas for court action against unions. If they should 
succeed, the resulting application of antitrust laws to unions would 
offer untold opportunities for stifling traditional peaceful union ac- 
tivities. 


y Labor unions are fundamentally different from business organi- 

* zations and cannot be treated in the same way for purposes of 
antitrust legislation. 

We must not lose sight of the fact that business enterprises and 
labor unions are distinctly different types of organizations. They 
differ in makeup, in functions, in objectives. We think it appropriate 
to note specifically a few of these most fundamental distinctions. 

A business enterprise basically represents an investment of capital. 
A labor union, on the other hand, is an organization of human beings. 

A business enterprise handles products. It buys and sells goods. 


7 United States v. Hutcheson, 312 U.S. 219 (1941). 
8 Allen Bradley Company v. Local No. 3, 325 U.S. 727 (1945). 
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But the central concern of a union is human beings—the labor its 
members have to offer—the terms under which it shall be provided— 
and the welfare of its members. 

A business enterprise’s prime objective is profit. Its success is 
measured primarily by the return it can earn on its investment. In 
contrast, a labor union’s objective is protection and aid for workers. 
Its success is measured primarily by the extent to which it can main- 
tain and improve workers’ living standards. 

These are vital differences. They go to the heart of the basic 
distinction our society draws between the impersonal dealings of busi- 
ness and the personal, human nature of labor organizations. 


This distinction was described by Samuel Gompers in 1914 in these 
clearcut terms: “The principle (‘that the labor of a human being is 
not a commodity or article of commerce’) is the basis of industrial 
liberty . . . (It) distinguishes between the labor power of a human 
being who produces an article and the thing which he produces. 

“In brief, the thing upon which that principle is justified is as 
follows: Men and women are not of the same nature as the things 
they make. Labor power is not a product—it is ability to produce. 
The products of labor may be bought and sold without affecting the 
freedom of the one who produces or who owns them—but the labor 
power of an individual cannot be separated from his living body. 
Regulation of and conditions affecting relations under which labor 
power is used are a part of the lives and the bodies of men and 
women. 


“Laws which apply the same regulation to workers, and to the 
products made by workers, are based upon the principle that there 
is no difference between men and things. That theory denies workers 
the consideration and the rights given to human beings. It denies 
the freedom and protection of free men and women.” 

We should not permit this distinction to be obscured or forgotten. 
Let us not be led astray by the propaganda campaign being under- 
taken by anti-union employers who urge application of business anti- 
trust laws to union activities. 

There is a further reason why the antitrust legislation should not 
now be stretched to cover unions. I refer to the fact that through the 
years a great body of court and administrative interpretations and 
precedents has been developed under this legislation. Since the legis- 
lation has been applied to commercial relationships of business enter- 
prises and has dealt with the activities of business in determining 
purchase and sales prices for commodities, these rules have been 
specially shaped to meet certain evils arising out of business practices. 

It would be a serious mistake to assume that this body of prec- 


5 


/ 
As . : . fei 
, ay 
poe 
eee aie 
hy: hae 
a ot 
Sate ya 
sy Mane 
ih ‘ a 
‘ t 
; 4 
“ 

.. ae 
ae 
has sais 
hs ra 

a 
; 
oa 
a 
co 
itp _— 
; : oe ih 
feiia . ay 
roe | Bee 
i ee 
es 
te 
Pr 


edent can simply be transferred and applied to the different area of 
union activities and employment relationships. 


3 While union organization has increased during the past 20 
© years, the labor movement cannot be considered “monopolistic,” 
nor does its strength create any threat to America’s free enterprise 
system. 


The effort to extend antitrust laws to unions is spearheaded by 
continued references by industry to so-called “monopolistic power of 
unions” and to “giant unions.” This is simply part of a semantic 
campaign designed to delude some of the public into believing that it 
might make sense to apply the antitrust laws to “union trusts.” 

It is true that union membership has increased during the past two 
decades and that the financial position of unions generally has im- 
proved. But an examination of union strength and growth must be 
kept in proper perspective. 

The total financial resources of all unions combined has been lib- 
erally estimated as perhaps as high as $1 billion.» But this figure, 
standing alone, is highly misleading. These financial resources are 
not under the direction or control of any one organization. 

Organized labor in this country is not centrally controlled. Even 
when the merger of the American Federation of Labor and the Con- 
gress of Industrial Organizations will be completed, the new federa- 
tion will be made up of more than 145 separate national and inter- 
national unions which determine their own policies. They in turn 
are made up of more than 60,000 local unions which are largely 
autonomous. 

The various unions never act as a single unit. Each controls its 
own finances. 

The American Federation of Labor, for example, no more controls 
the treasuries of its affiliated organizations than the United States 
Chamber of Commerce controls the combined assets of its member 
corporations. 

The Federation itself, incidentally, had a financial balance of but 
$1% million at the end of its last fiscal year’s operation. Its total re- 
ceipts for a year to cover all of its expenses came to but $5% million. 
This is less than, for example, the government’s expenditures for the 
management of its fish and wildlife service and it amounts to less than 
a fifth of the budget for the Weather Bureau. 


*This is the rough estimate made by Professor Nathan Belfer in his examina- 
tion of union finances in “Trade Union Investment Policy,” Industrial and 
Labor Relations Review, Cornell University, April 1953. 
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Consider union financial strength from another standpoint. If the 
combined finances of all unions were to be divided over the more than 
16 million union members, they would amount to perhaps as much 
as $60 per member, that is, probably less than one week’s wages per 
member. 

But even more significant, the financial resources of organized labor 
in no way begin to match those of business. The combined market 
value of corporate stock at the end of 1954 has been stated by the 
Securities and Exchange Commission as amounting to about $268 
billion. Total combined union resources amount to far less than 
Y% of 1 percent of that sum. 


Moreover, even if the resources of all unions were to be combined, 
they do not begin to equal those of many individual large corpora- 
tions. Last year alone, for example, the total earnings before taxes 
of one corporation, General Motors, amounted to almost $2 billion, 
or about twice as much as the accumulated finances of all local and 
national unions affiliated with the AFL and CIO. General Motors’ 
total assets at the year end were greater than $5 billion. 


Another corporation, American Telephone and Telegraph, had 
more than $161 billion in total assets at the end of 1954. In cash 
and government securities alone, this one corporation had almost $1 
billion, an amount about equal to the combined resources of all 
American unions. 


Of course, if financial resources are to be compared properly, the 
comparison should be between the individual company and the indi- 
vidual local union which represents its workers. It is evident from 
such comparisons that the strength of unions lies, not in relatively 
meager treasuries, but rather in their membership. 


While a union needs certain income to function, its ability to im- 
prove worker living standards is rooted essentially in its members’ 
willingness to act together and, if necessary, to withhold their labor. 
If legislation is enacted to eliminate or restrict the right of workers 
concertedly to withhold their labor and peacefully to persuade the 
public to withdraw its patronage from a particular employer, the 
union’s strength is effectively dissipated even if it has a substantial 
treasury. 

It is also important to remember, in terms of the economy as a 
whole, that despite an increase in union membership in recent years, 
the approximately 16 million union members are but some 25 percent 
of all workers in the country. If we do not count the self-employed, 
the executives, the farmers, and others normally not included in 
unions, the percentage is still less than 40 percent. 


‘Actually, it is in the absence of a union that there is a monopoly 
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in the employment relationship. Without a union, the workers can 
hardly increase wages or improve conditions through individual ef- 
forts. The employer alone decides. He truly has monopoly power 
over unorganized workers. It is only with the establishment of a 
union that workers can take some effective part in determining their 
conditions of work. 


There is another criterion which should be taken into account in 
considering whether unions have so-called “monopoly power.” Unions 
have made great strides indeed in advancing the living standards of 
their members and of workers in general. We are proud of these 
accomplishments. But let us not lose sight of the fact that hourly 
wages of the average factory worker today have as yet been increased 
to but $1.85 an hour, an amount which over a full year’s employ- 
ment will provide income of only $3,700, an amount still not enough 
to provide a satisfactory living standard for a family.1° The picture 
is broadly the same for wages of non-factory workers. Can it truly 
be said that organizations of such workers have exercised “powerful 
monopolistic control” to the detriment of society? 

Free enterprise in America is in no way endangered by the activi- 
ties of organized labor. Rather, organized labor consistently has 
been and is a staunch supporter of free enterprise. In fact, to the 
extent that organized labor has been successful in its objective of 
protecting workmen and bolstering American living standards, it has 
played a significant constructive role in strengthening this system and 
providing it with a sound base for continued healthy operation. 

Gains in union membership and advances in living standards, it 
should also be emphasized, have not been achieved at the expense of 
business, but have rather contributed to and gone hand in hand with 
its increasing welfare as well. It would be ironic indeed if an anti- 
union segment of industry were to succeed in muzzling union effec- 
tiveness by extending antitrust laws to unions under the guise of 
defending the free enterprise system. 


The abuses of which anti-union employers complain, either are 


© already the subject of Congressional regulation or are not 
actually significant abuses. 


Those who argue that unions should be brought under the anti- 
trust laws find it easy to utilize such time-worn phrases as “labor 
monopoly,” “racketeering,” and “featherbedding.” These individ- 


10U. S. Department of Labor “City Workers’ Family Budget” estimates that as 
of October 1951 a four-person family needed an annual income ranging 
from $3,812 in New Orleans to $4, 434 in Washington for a “modest but 
adequate” standard of living. 
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uals find it far more difficult to state exactly what union activities 
constitute such a threat to the free enterprise system that they need 
to be the subject of specific action by Congress. 

We have examined most diligently the recent arguments of those 
who favor placing unions under the antitrust laws. Frankly, we have 
found very few specific complaints regarding union conduct and 
nothing that is at all new. 

Among the a!leged types of union activity which anti-labor spokes- 
men have mentioned as “monopolistic” in character are the follow- 
ing: 


. Various types of “secondary boycotts.” 

. Pressure for the hiring of “unnecessary” labor. 
. Jurisdictional disputes. 

. Price fixing and control of the market. 

. Opposition to technological improvement. 

. Industry-wide bargaining. 


What is the status of these issues today? First of all, it should be 
noted that Congress has seen fit over the opposition of organized 
labor to write into the Taft-Hartley law a number of provisions deal- 
ing with some of these points. The statute, for example, includes 
specific provisions against activities noted by points 1, 2 and 3. 

Not only does the law include these provisions which declare cer- 


tain union activities to be unfair labor practices subject to govern- 
ment prosecution through the National Labor Relations Board, but 
in another section of the law the Congress provided that an injured 
party could sue for damages from any injuries received as a result of 
these activities. 


Under each of these provisions, in the Taft-Hartley Law, action 
has been taken against unions and union officials. Yet, we find the 
U.S. Chamber of Commerce appearing before this Committee com- 
plaining that the NLRB has not interpreted this law correctly and 
that Congress should therefore pass a different type of statute. If this 
were done, it would open the way for certain types of union activity 
to be punished in three different ways: prosecutions by the NLRB, 
civil suit for damages, and prosecution by the Department of Justice. 

Let me merely point out that organized labor, too, is very dissatis- 
fied with these provisions of the Taft-Hartley law and with the man- 
ner in which the NLRB has interpreted them. We, too, believe that 
Congress should act regarding this problem. We believe that as the 
law is now written and interpreted it unfairly penalizes certain union 
activities. However, we believe that the proper forum in which to 
argue this is the debate over the merits of the Taft-Hartley law. 
Merely because the Taft-Hartley law has not operated to the satisfac- 
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tion of the Chamber of Commerce is no reason why Congress should 
pass a completely new law assigning authority to act in these matters 
to another government agency whose jurisdiction would overlap and 
conflict with the functions of the NLRB. 


Point four in the campaign against unions concerns so-called 
“price-fixing and control of the market” through joint action with 
employers. Organized labor does not advocate collusion of this sort 
between unions and employers. Instances of such activity are ex. 
tremely rare. On this issue the Supreme Court has made it quite 
clear that a union which joins with an employer in collusive action 
completely loses its immunity to antitrust action. Thus, no further 
legislation of any sort is needed to bring this type of activity by any 
union under the antitrust laws. 

The fifth point involves alleged union opposition to technological 
improvement. It would be difficult today to find a dispute which 
has arisen as a result of union opposition to technological change as 
such. The disputes which have arisen over technological improve- 
ment rather reflect the union concern over the lack of adequate con- 
sideration for workers who may be directly and adversely affected by 
technological innovations. 

The AFL’s attitude is best expressed by a paragraph in a recent 
article by President Meany for Fortune magazine: 


“Certainly the trade-union movement does not oppose 
technological change. There can be no turning back to a 
negative or shortsighted policy of limiting progress. .. . 
The answer to technological change lies in smoothing its 
transition and cushioning the shocks that attend it. This 
means, in the immediate sense, the establishment of sev- 
erance pay, retraining of skills, reorganization of work 
schedules. These are social costs that industry will have to 
bear in order to avoid the wasting of human resources— 
and to avoid our calling on government to bear these costs 
if industry fails to do so.” 


It would be an exceedingly dangerous precedent to give employers 
by law an absolute right to introduce technological changes regardless 
of the effect on their workers, with the workers forbidden to take 
action to protect their own job rights and livelihood. We believe that 
careful consideration of the implications of such legislation will con- 
vince the Congress against any action to make illegal union efforts to 
gain severance pay, transfer rights, gradual change, or other measures 
to ease any adverse social impact on workers of technological inno- 
vations. 


The sixth item in the list of alleged union abuses, industry-wide 
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bargaining, has received thorough discussion in recent years. This 
discussion has helped to clarify the fact that there are in the United 
States today very few instances of complete industry-wide bargaining. 
Many cases of so-called “industry-wide bargaining” turn out, upon 
examination, to involve bargaining for a single large company or for 
a group of firms in a particular locality or region. 


It is often forgotten that both labor and management have to agree 
on the scope of the bargaining unit. Where bargaining is conducted 
on an industry basis, this development has been the result of mutual 
agreement after both parties have weighed its possible effect on all 
aspects of the bargaining relationship. 


It is important to remember that Congress itself has given thorough 
consideration to the issues involved in industry-wide bargaining. In 
1947 during the discussion on the Taft-Hartley law by the 80th Con- 
gress, a specific proposal to ban industry-wide bargaining was re- 
jected. 

The American Federation of Labor does not endorse any particular 
bargaining system. We believe that the national interest is best served 
if unions and employers are free to choose for themselves the type 
of bargaining unit that best fits their particular situation. Prohibiting 
industry-wide bargaining by statute would inject the federal govern- 
ment further into the framework of collective bargaining and could 
only lead to disrupting peaceful labor-management relations. 


Let me conclude with several summary observations. 


Proposals to restrict certain union activities through application of 
the antitrust laws are not rooted in any demonstration of genuine need 
for such drastic legislative action. They are rather the reflection of 
a continuing effort of certain employer groups to use any means pos- 
sible to carve out areas of union activity from the scope of legitimate 
activity. 

It is not by accident that employer organizations show such zeal 
in seeking the extension of the antitrust laws to union activity. We 
suspect that these organizations hope even if they are not successful in 
this campaign that they will at least be successful in diverting attention 
from the question of enforcement of the antitrust laws to business 
operations. 

We do not believe the particular minor or occasional activities of 
unions which certain employers have complained of warrant legisla- 
tive consideration. But even if they did, a remedy as broad as the 
application of the antitrust laws is much too far reaching. 


Extension of the antitrust laws to unions would place under a legal 
cloud many traditional and necessary union activities. In many in- 
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stances it would undoubtedly cut off the only effective means unions 
have to protect and aid workers. 

The national interest is best served, not by increasing the avenues 
of legal entanglement for unions, but by minimizing restrictions on 
unions, for union activity to protect and improve worker status is in 
the interest of society as a whole. Any possible gain to society from 
curbing union activities by applying the antitrust laws would be far 
outweighed by the loss incurred from the stifling of union efforts in 
behalf of workers. 
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PREFACE 


The union movement has always felt that continued dis- 
cussion of the basic issues in our political, economic, and social 
life will result in a more cherished adherence to the principles 
of democracy. It is these principles of democracy which pro- 
vided the basis for American unionism and its approach to 
the problems of justice and human development in our in- 
dustrial system. This approach has been through the method 
of collective bargaining. We have, therefore, become distressed 
by the increased pressures that are being exerted for legislation 
which is intended not to perfect the free institution of bargain- 
ing but to weaken it. 

We believe that the material in this document, collected 
from many independent authorities, establishes the basic 
validity of our position. 

& Our primary interest, as an organization, is to promote and 
protect the rights of the 1.2-million members of the United 
Steelworkers of America. But we also recognize our responsi- 
bility to the entire labor movement and to the American public. 
The preservation of free collective bargaining benefits all of 
America. 

We hope that this material will meet the needs for which 
it is intended. We believe that our democratic trade-union 
movement is one of our country’s bulwarks against totalitarian 
ideology, both of the left and the right. Any attempt to 
weaken the union movement, through restrictive change in 
our present laws, would only serve to weaken the cause of 
American democracy. 

Davi J. McDonatp, President 
United Steelworkers of America 
Pittsburgh, Pennsylvania 
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Chapter One 


“ONLY THE BEGINNING .. .” 


During the year of 1959, two events of major significance 
occurred that attracted increased attention to unionism, or, 
more specifically, to the position of unions in American society. 
One event was the enactment of the Labor-Management Report- 
ing and Disclosure Act that was the culmination of investiga- 
tions by the McClellan Committee against racketeering. The 
other event was the longest steel strike in history that exposed 
the ineffectiveness of the existing legislative approach to collec- 
tive bargaining. 

These two events took place in an atmosphere hostile to, or 
ignorant of, the principles of the labor movement and collec- 
tive bargaining. If this unfavorable climate continues, there is 
the definite possibility that Congress will enact legislation highly 
detrimental to unionism and the working people of the United 
States. The pattern for such legislation has already been 
established. 


LABOR-MANAGEMENT REPORTING AND 
DISCLOSURE ACT 1959 


For several years, disclosure by the McClellan Committee of 
racketeering within a few unions has caused a stigma to be at- 
tached to all union organizations. Although only three percent 
of all international unions were involved in the McClellan 
hearings, the widespread publicity made it appear that all labor 
was included. Legitimate unions were willing to cooperate with 
Congress by supporting legislation that would curb dishonest 
labor and management activities. Such legislation was intro- 
duced in the 86th Congress. Unfortunately, the final measure 
passed—the Labor-Management Reporting and Disclosure Act 
of 1959—was radically different from initial measures. 
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Despite the distorted picture presented to the American 
people, the Labor Act was not enacted for the sole purpose 
of eliminating racketeering. Certain sections of the Act, espe- 
cially Title VII, involved amendments to the Taft-Hartley Act 
of 1947. It is this section of the new law that is aimed at re- 
stricting traditional methods of organizing workers. Actually, 
these are the provisions with which labor was most concerned 
and about which the public was misled. Under the guise of a 
financial disclosure and responsibility act, legislation had been 
passed in the area of labor-management activities entirely un- 
related to racketeering. 

The enactment of this law is an excellent example of the 
manipulation of issues in order to achieve ends not in the 
public interest. By obscuring the restrictive sections of the 
Labor Act under the cloak of racketeering, a large segment of 
the American public was led to support legislation that seriously 
curtailed the organizing activity of unions. This is the pattern 
that might well be followed in further attempts to destroy the 
collective bargaining power of unions. 


REGULATION OF UNIONS 


For a long time American labor has been engaged in a con- 
stant battle to oppose unreasonable restraints and regulations. 
The question of regulation has arisen in various forms. There 
has been the attempt to restrict membership stability and secu- 
rity through the state so-called “right-to-work” bills, which 
attempt met its major set-back in 1958 when five states rejected 
these proposals.! There are indications that this attempt to out- 
law union security (or the union shop) will continue on the 
Federal level. 

In addition, there is the attempt to limit the internal oper- 
ation of the unions through structural changes in their con- 


+ These states were California, Ohio, Colorado, Idaho and Washington. For a more 
extensive discussion of the “right-to-work” issue refer to Work for Rights, (Pittsburgh: 
United Steelworkers of America) 1958. 
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* stitutions, mandated not by the rank-and-file of labor, but by 
legislators influenced by those hostile to the best interests of 
union members. 

Finally, there has been the regulation of the activities of 
unions and their members. An important aspect involves the 
activity of crganizing the unorganized. —The American indus- 
trial system has developed, and as public policy Congress has 
enunciated, the principle of the right to organize. There have 
been attempts to regulate this obligation of the union move- 
ment to organize those who, in many cases, may be called the 
American under-developed workers. This form of regulation 
restricts the means used by unions in organizing campaigns, 
e.g., picketing and secondary boycotts. 

The most important aspect of union activity is its collective 
bargaining function. All restrictions are directed at weakening 
the labor movement at various points, but the ultimate purpose 
is the destruction of the process of collective bargaining. No 
where can this be seen more clearly than in repeated attempts 
to place unions under the antimonopoly regulations. 


CONTINUING OPPOSITION 


It was apparent on the very evening of the passage of the 
new Labor Law in September, 1959, that certain groups had 
little intention of limiting their attack on unions to organizing 
activities. —The next goal was to rally their forces in a move- 
ment to destroy the collective bargaining activity of unions. 
The weapon was to be the antitrust laws. 

Senator Barry Goldwater, leader of the Republican antilabor 
forces, stated that night: “. .. Mr. President, we might think, 
today, as we cast our votes for the conference report, that our 
work is done. 

“Mr. President, this is not so. We have further work to do 
in this field. I do not want to delay the Senate long on this 
point, because I have made it often. We have work to be done 
in the field embodying one word, and that word is ‘power’... 
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“If we direct our efforts at this problem, then we will be 9} 
dealing with the basis of labor corruption.” * 

On the same evening, Senator John McClellan declared: 
“, .. I trust that what we propose to do in the bill before us 
will be sufficient. I am not sure it will be. If the legislation 
we are about to enact is not sufficient, if this action will not 
stop the Hoffas and Bridges and those elements from forming 
combinations to enter into restraint of trade and to dominate 
the economy of this country, there will remain only one altern- 
ative, and that will be to place the transportation unions in 
country under the antitrust laws.” * 

Within a month it was evident that the increased regulations 
imposed by the new Labor Law were only the beginning. The 
National Association of Manufacturers and the National Small 
Business Men’s Association insisted that union power be further 
curtailed. Also the National Chamber of Commerce listed 
among it goals: 

“(1) Put unions under the anti-trust law, the same as was 
done with business. 

““(2) Outlaw compulsory unionism. Pass a federal right-to- 
work law. 

“(3) Outlaw industry-wide bargaining practices whenever 
they result in monopolistic abuses. It is highly important at 
this point to keep in mind that the struggle for effective labor 
legislation has only begun. . .” * 

Henry Hazlitt, writing in Newsweek, summed up the inten- 
tions of these forces: ““Why not simply remove any legal com- 
pulsions on the employer to bargain with a specific union . . . 
perhaps the best solution . . . would be to wipe most of the 
federal labor legislation of recent years off the books, including 
the Norris-LaGuardia and Taft-Hartley-Wagner Acts, get rid 
of labor boards, and substitute a simple provision . . . that an 
employer substantially engaged in interestate commerce could 


*U. S., Congressional Record, 86th Cong., Ist Sess., September 3, 1959, pp. 16419-16420. 
*U. S., Congressional Record, 86th Cong., Ist Sess., September 3, 1959, p. 16425. 
“Chamber of Commerce, Washington Report, vol. 2, no. 48, September 11, 1959. 
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@ not discriminate in hiring or firing either against union 
members or against non-union members.” ® 

Obviously, the ultimate aim of antilabor groups is a return 
to the barbaric period before any humanitarian labor law de- 
veloped. This period was noted for the lack of human values, 
the total disregard for social justice. It was an area of child 
labor, long working hours, sweat-shop conditions, and yellow 
dog contracts. An infamous example of this anti-workingman 
atmosphere was the Homestead strike of 1892, when the attempt 
of the Steelworkers to organize the plant of Carnegie-Illinois 
Corporation, resulted in the death of strikers at the hands of 
the nefarious Pinkerton Detective Agency. It was the time of 
labor spying, company unionism, and violence by strikebreakers 
as revealed by the LaFollette Hearings.* The present concerted 
movement to subject unions to the antitrust, or antimonopoly, 
laws would have this effect. 


PURPOSE AND INTENT 


It is the purpose of this study to present, substantiated by 
leading authorities, the arguments of the labor movement for 
collective bargaining. The study will explain why the applica- 
tion of the antitrust laws to unionism would actually mean the 
death of collective bargaining. Particularly, the survey con- 
siders the issue of monopoly power, competition, inflation, and 
procedures of bargaining between labor and management. 
Time and space preclude an exhaustive study, but it is hoped 
that the reader will gain a basic understanding of some of the 
problems that are involved in the current debate concerning 
the labor movement and our economy. 

Two basic assumptions have been made by the proponents 
of increased regulatory action against unions. One is that the 
unions possess sufficient economic power and, thereby, consti- 

®“The Real Reform,” Newsweek, November 9, 1959, p. 56. 
* Excellent accounts of the conditions of labor during this period can be found in 


J. R. Commons, History of Labor in U. S., (New York: Macmillan) 1952, and Robert 
R. R. Brooks, Unions of Their Own Choosing, (New Haven: Yale University Press) 1939. 
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tute a monopoly, in the sense of the antitrust laws. The second T 
is that placing unions under the antitrust laws would be in 
the interest of the public. 

It is the considered opinion of many experts in the field of 
labor relations that the above assumptions are erroneous. The 
succeeding chapters explain that position. Furthermore, some 
guideposts are established for the perfection of our present 
method of collective bargaining in the American industrial 
relation system as the preferred remedy rather than turning 
the clock back a half century. 

“To summarize: Since 1914, it has been the consensus that 
a healthy democratic society must place its faith in collective 
bargaining for the settlement of labor disputes. To this end, 
the antimonopoly laws have been held inapplicable to unions 
acting in the interest of their members. Undesirable practices 
by unions have been prohibited, not by the antitrust laws, but 
by the special statutes regulating labor relations.” 7 


"Emanuel Celler “Labor Monopoly—Fact or Fiction?,” U. S. News & World Report, 
October 26, 1959, p. 116. 
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Chapter Two 


THE GROWTH OF LABOR LAW 


The purpose of this chapter is to provide the reader with 
the historical background of government legislation and court 
decisions that were of major importance in the development of 
labor law. 

Two definite trends emerge from the maze of court opin- 
ions and congressional action. One is of a negative nature— 
the denial that antitrust laws are applicable to labor unions. 
The other is positive—the growth of government legislation 
defining and governing the relationship between labor and 
management. 


EARLY HOSTILITY OF CONGRESS AND COURTS 


During the nineteenth century, the courts, the government, 
and the majority of Americans were hostile to unions. The 
courts generally considered any organization of workers illegal, 
as a conspiracy against the public interest. It was true that in 
1842 a state court in Commonwealth vs. Hunt (Massachusetts) 
ruled that unions as such were legal, but the problem of de- 
termining the legality of unions and of their activities con- 
tinued. The use of the injunction by the courts was extremely 
effective in hindering the growth of unions. The government, 
during this period, did not consider its functions to be applic- 
able to the area of labor-management relations, except at the 
time actual conflict occurred. Then intervention, often with 
Federal troops, worked to the disadvantage of the workers. The 
American public manifested little sympathy for union organi- 
zation—an attitude fostered, in part, by the existence of a 
rural society and, in part, by a government influenced by busi- 
ness interests. 

It was not until the rise of industrialism on the American 
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scene that a gradual transition took place in the general climate 
of opinion. The tremendous growth of huge corporations and 
trusts created a fear that these organizations would strangle 
smaller units of business. As a result, Congress passed the 
Sherman Antitrust Act in 1890. The argument as to whether 
or not unions were intended to be included under the pro- 
visions of that Act had never been resolved. Suffice it to say 
that subsequent legislation and Supreme Court decisions have 
been the determining factors in granting the present immunity 
of unions from antitrust laws. 

Since the Sherman Act made no mention of unions, there 
was continual debate in the immediate years following its pas- 
sage regarding the activities of unions as restraint of trade. 
Finally, in 1908, the Supreme Court faced the question in the 
Danbury Hatters case. “The court ruled that the secondary 
boycott instituted by the United Hatters of America against 
Loewe & Company was ‘a combination in restraint of trade 
and commerce among the several States, in the sense in which 
those words are used in the [Sherman] act.’ Thus we arrived 
at the position that, while unions as such were legal—at least 
the act of organizing into a union was no longer regarded as 
a conspiracy against the public—their activities could be re- 
strained by the provisions in the Sherman Antitrust Act. In 
this case, a peaceful boycott was declared illegal and damages 
imposed because the boycott interfered with interstate trans- 
actions.” * 

The continued hostility of the courts toward unions was 
evident in the Bucks Stove and Range case of 1911. In that 
instance, an injunction was obtained by a St. Louis company 
and a jail sentence imposed when the union official refused to 
comply. Other similar cases only intensified the struggle of 
labor for a voice in society. 


1U. S., Congress, 
To Protect Trade and Commerce Against Unreasonable Restraints by Labor Organi- 
zations, 81st Cong., 2nd Sess., 1950, p. 4. Cited hereafter as Senate Judiciary Sub- 
committee, Unreasonable Restraints Hearings, 1950. 
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@ CLAYTON ACT 1914 


During this period, the movement known as Progressivism 
spread throughout the United States. With the growth of 
humanitarian beliefs, the public became more sympathetic 
toward the principles of unionism. In 1912, Woodrow Wilson, 
committed to a Democratic platform of labor reform, was 
elected President. Two years later Congress passed the Clayton 
Antitrust Act in reaction to the courts’ use of injunction and 
interpretations of the Sherman Act. 

The Clayton Act marked the acceptance of the principle 
that human labor was not a commodity of commerce and there- 
fore should not be subject to antitrust laws. Section 6 pro- 
vided: “That the labor of a human being is not a com- 
modity or article of commerce. Nothing contained in the 
antitrust laws shall be construed to forbid the existence and 
operation of labor, agricultural, or horticultural organizations, 
instituted for the purposes of mutual help, and not having 
capital stock or conducted for profits, or to forbid or restrain 
individual members of such organizations from lawfully carry- 
ing out the legitimate objects thereof; nor shall such organi- 
zations, or the members thereof, be held or construed to be 
illegal combinations or conspiracies in restraint of trade under 
the antitrust laws.” * 

The Act also recognized in Section 20, that unrestrained use 
of the injunction power had been used detrimentally against 
unions. 

“That no restraining order or injunction shall be granted by 
any court of the United States, or a judge or the judges thereof, 
in any case between an employer and employees, or between 
employers and employees, or between employees, or between 
persons employed and persons seeking employment, involving 
or growing out of, a dispute concerning terms or conditions 
of employment, unless necessary to prevent irreparable injury 
to property, or to a property right, of the party making the 


*Clayton Act, October 15, 1914, C. 828, Sec. 6, 38 Stat. 731. 
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application, for which injury there is no adequate remedy at ¢) 
law, and such property right must be described with partic- 
ularly in the application, which must be in writing and sworn 

to by the applicant or by his agent or attorney.” * 


RESTRICTIVE COURT INTERPRETATIONS 


Although labor leaders hailed the passage of the Clayton 
Act as a great victory, they were soon to be disappointed. Sub- 
sequent cases before the Supreme Court resulted in decisions 
that narrowed the exemption allowed unions under the Clayton 
Act. During the 1920's, the period of the “return to ‘nor- 
malcy,’” several important decisions adversely affected the 


labor movement. Certain union activities that restrained move- 
ment of goods in interstate commerce through strikes or boy- 
cotts were still held illegal under the Sherman Act despite its 
amendment by the Clayton Act. 

“The Supreme Court narrowed this exemption in the Duplex 
and Bedford Cut Stone cases. There the scope of Section 20 . 
was limited to disputes between an employer and his own em-"! 


ployees. Both these involved economic pressures created by 
concerted refusals to work on rather than to consume, as in 
Danbury Hatters, the plaintiff's product. 

“Thus in Duplex, members of the International Association 
of Machinists and other craft union members in New York 
refused to install plaintiff's presses manufactured in Michigan 
with nonunion labor and shipped to out-of-state markets. This 
attempt to reduce the shipment of Duplex presses was held to 
violate the Sherman Act. 

“The Bedford Cut Stone case differed only in that the plain- 
tiffs, an association of employers producing and shipping around 
70 percent of the cut stone used throughout the country, had 
ceased recognition of the union and were threatening its very 
survival in the quarries. Members of the union employed by 
building contractors in various states refused to handle cut 


* Clayton Act, October 15, 1914, C. 328, Sec. 20, $8 Stat. 738. 
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@ stone shipped by any of the plaintiffs; and the resulting cessa- 
tions of stone shipment were declared to be restaints illegally 
caused by the union. 

“The immunity under Section 20 was also marked out in 
the Coronado Coal cases. These involved no boycott but rather 
a mine shut-down caused in part by a concerted walkout and 
in part by wanton destruction of the mine’s physical facilities. 
Obviously Section 20 of the Clayton Act did not immunize such 
acts of violence. Nevertheless, the Supreme Court found that 
the resulting stoppage had only an ‘indirect effect’ on inter- 
state commerce and, accordingly, held that there was no vio- 
lation of the antitrust laws. However, when the plaintiff later 
showed that the union intended to keep the plaintiff's non- 
union mined coal out of interstate markets, thus eliminating 
its competition with union mined coal, the Court held that 
this specific intent made the restraint ‘direct’ and thus violative 
of the Sherman Act.” ¢ 


@ NORRIS-LAGUARDIA ACT 1932 


As a result of these decisions, Congress realized that the 
intent of the Clayton Act had been subverted by judicial inter- 
pretation. Additional legislation was deemed desirable to re- 
store the original purpose of the Act and to prevent further 
restrictions of labor union activities by the courts. In 1932, 
Congress passed the Norris-LaGuardia Act primarily to prevent 
the continued abuse of the injunction in labor disputes, but 
also to broaden the removal of union activity from the restraints 
of the antitrust laws. 

“This was the broadening of the definition of a labor dis- 
pute to include issues not only between an employer and his 
employees, but also between a union or group of employees 
and an employer, or between several unions and one or more 
employers or employers’ associations. The persons involved, 


*U.S., Report of The Attorney General’s National Committee to Study the Antitrust 
Laws, March 31, 1955, pp. 295-296. 
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therefore, need not stand in the relation of employer and em-;§) | 
ployee. One who has a direct or indirect interest in the dis- 
pute may be considered a participant. A member, officer, or 
agent of a union or an employers’ association, engaged in the 
same industry, trade, craft, or occupation in which the dispute 
occurs may be a participant. The union or association may be 
composed either in whole or in part of persons engaged in the 
industry, trade, craft, or occupation. 

“This broadened definition of a labor dispute not only greatly 
widens the range of activity of unions by making it possible for 
unions or their officers to engage in disputes with employers who 
may not even employ any members of the union or may be 
hundreds of thousands of miles away from the locale of a union 
which regards its interests as affected, but also, because in this 
and in other laws, actions performed in the course of a labor 
dispute are frequently exempted or given special treatment 
under the terms of such laws. Broadening the definition of a 
labor dispute broadens the exemption or area of special treat- 
ment for all matters which come up or are tied to a labor 
dispute.” © 


COURTS SUPPORT IMMUNITY 


In the years that followed the Norris-LaGuardia Act, the 
Supreme Court has followed the obvious intent of that Act to 
exclude unions from antitrust laws. In Apex Hosiery Co. vs. 
Leader (1940) the court ruled that an organizational strike al- 
though interfering with interstate commerce was not a con- 
spiracy in restraint of trade under the Sherman Act. Therefore, 
antitrust laws were to apply to attempts to restrict production 
or to control the market to the detriment of purchasers and 
consumers of goods and services rather than to apply to union 
activity. 

The Supreme Court in the United States vs. Hutcheson 
(1941) decision accepted the principle of the Norris-LaGuardia 


*Senate Judiciary Subcommittee, Unreasonable Restraints Hearings, 1959, p. 5. 
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, @} Act in the broadening of the definition of a labor dispute to 
grant immunity to unions from the antitrust laws. ‘The Court 
stated that a strike by a union against an employer who had as- 
signed work to members of a rival union did not constitute a 
violation of the Sherman Act. In effect, the Duplex decision was 
overruled. The Court said that “Congress in the Norris- 
LaGuardia Act has expressed the public-policy of the United 
States and defined its conception of a ‘labor dispute’ in terms 
that no longer leave room for doubt.’ All union self-help 
conduct specified in the concluding clause of Section 20 of the 
Clayton Act was not subject to the antitrust laws. 

Furthermore, in 1945, the Supreme Court held in Hunt vs. 
Crumboch that a union could refuse to admit to membership 
employees of a nonunion employer and, at the same time, refuse 
to permit union employees to work for that employer without 
being in violation of the antitrust laws. 

In Allen Bradley Co. vs. Local Union No. 3 (1945), the 
union’s immunity from the antitrust laws was denied if unions 

@2ided the employer in violating antitrust laws. The employer 
could not be covered by the immunity granted unions when 
engaged in restraint of trade. The Court emphasized that, if 
the union alone had caused the restraint of trade, then there 
would have been no violation of the antitrust laws. Therefore, 
union activities, such as collective bargaining, exercised in the 
interest of the union were exempt from prosecution under the 
antitrust laws of the United States. 

There have been other cases in the Supreme Court and other 
courts, but these have only reiterated the opinions of the cases 
cited above. Unions and union activities have been held to be 
immune from antitrust laws. Congress had established this as 
the public policy and the highest court has concurred. 


POSITIVE PUBLIC POLICY 


Additional, and more positive, public policy was established 
by Congress during the 1930’s. In 1935, the National Labor 
Relations Act, or Wagner Act, was passed to encourage and 
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protect the growth of unionism. Certain practices of employers” 
that interfered with the right of workers to organize and bargain 
collectively were prohibited. The Act recognized that many 
basic industries were still unorganized to any extent and the 
workers were at a disadvantage in dealing with employers. 

It was established as a positive part of public policy that the 
regulation of the working force and its working conditions were 
to be determined through the method of collective bargaining. 
The evolution of this system of bargaining is an acceptance of 
the application of the principles of political democracy to our 
economic society. It is a system of free collective bargaining. 
It is free because the government, as a third party, is not directly 
involved in the determinations and decisions of labor and 
management. It is collective because it is founded both upon 
the recognition that the individual worker cannot himself deal 
with the highly concentrated economic power of the American 
corporate-industrial management and also upon the acceptance 
—even declaration—of the right to organize. It is bargaining 
because it realizes the natural desire of those who are free toe 
handle their own affairs through mutual compromise and not 
through dictated directives. 

Thus, by the 1930’s, the legal history of American union- 
ism had exhibited two important developments. First, the 
application (to collective associations of workers) of prior laws, 
enacted for business enterprises, denied the natural tendency to 
organize. That the early labor unions were outlawed as either 
criminal conspiracies against the public or conspiracies in re- 
straint of trade manifested the inequity and injustice of the 
nation’s laws. The obvious inadequacy of the Sherman Act in 
regard to labor relations and the public resentment to the eco- 
nomic transgressions of American industry prompted the Su- 
preme Court to change from the absolute prohibition of the 
very existence of unions to the position that unions in them- 
selves were not conspiracies. However, by literal interpretation 
of antitrust legislation, the courts decreed a very limited and 
narrow recognition of the legitimate activities of unions. Under 
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@the definitions of the courts, practically all union activity was 
considered as a “restraint” in the sense of a corporation’s re- 
straint of competition. Only additional legislation could rescue 
the workingman from a law which was not enacted to cover his 
own particular rights and economic activity. 

The second development, which by 1935 was evident from the 
historical background of labor law, was the realization that a 
statement of positive public policy governing the relationship 
between labor and industry was lacking. To state negatively 
that a man’s labor was not a commodity and that his union 
activity was not to be enjoined through injunctions issued by 
the courts under the Sherman Act only created a void. Hence, 
shortly after the Norris-LaGuardia Act, Congress stated that 
collective bargaining through representatives of their own choos- 
ing was the right of every worker. This was the public policy 
enunciated by the Wagner Act of 1935. Thus, a positive body 
of legislative law was established. 

This public policy prevailed until after World War II without 

@any change. Gradually the union movement overcame the ob- 
stacle of organizing in the mass industries such as steel and auto- 
mobile. Although a major portion of union activity was still 
exerted in organizing campaigns, the unions were now able to 
turn their attention to more effective collective bargaining. 
Public policy had established two principles—the right to organ- 
ize and the right to bargain. The unions, strengthened by in- 
creased membership, actively entered upon a new era of collec- 
tively negotiating. However, after the second World War, the 
growth in union membership and several important strikes dur- 
ing the postwar years gave impetus to those groups who believed 
that modifications of the Wagner Act were necessary “to re- 
balance” the power of labor. Following the election of a con- 
servative Congress in 1946, the Taft-Hartley Act was passed. 

The Taft-Hartley amendments to the Wagner Act were ex- 
tensive in placing certain controls on the process of collective 
bargaining and on union activities in general. These regula- 
tions of the activities of unions were increased under the recently 
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enacted Labor-Management Reporting and Disclosure Act. The | 
importance of these acts insofar as this study is concerned is that 
activities of unions that were believed to be detrimental to the 
general public were curtailed, not under application of antitrust 
laws, but by specific legislation. In other words, particular union 
practices are regulated by Congressional action within the frame- 
work of labor-management legislation. Treatment of unions 
under the antitrust laws are still not considered a legitimate goal 


of public policy. 


CONCLUSIONS 


Therefore, it is readily observable that the final repudiation 
of the Sherman Act’s application to unions had also introduced 
a positive body of law. Where public interest is involved in the 
field of labor-management relationship, it is within the frame- 
work of that positive body of law—and not within the framework 
of antitrust laws—that the solution should be sought. Yet, after 
a long history of positive evolution of labor law, there are still 
those who advocate the eradication of the development of that* 
law whenever new adjustments may be required in the labor- 
management relationship. 

Indeed, it might be said that those proponents of the anti- 
monopoly approach are not so much concerned with a mutual 
adjustment of the labor movement within our industrial system 
as they are with its suppression. That is the reason Congress 
is being urged to place unions under the Sherman Antitrust Act. 
The result would be the abolishment of the present public policy 
of collective bargaining, since the basis of antitrust legislation 
is founded entirely upon the theory of ‘‘restraint of trade” and 
competition as relative to business. 

The public must continue to guard and preserve the principle 
of collective bargaining. In the event the present labor law 
continues to prove unsatisfactory, the public must be aware that 
the demand will be increased from antilabor sources that all 
unionism be subject to antitrust laws. If such irrelevant argu- 
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®@ ments as racketeering are not again to be permitted to cloud the 
real issues involved, then it is necessary for the public to under- 
stand what those issues are. It is hoped that the following dis- 
cussion will clarify and define some of the major issues as viewed 
by many authorities in the field of labor relations. 
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Chapter Three 
THE HUMAN FACTOR 


Too often ignored or forgotten is the human factor of the 
labor movement. Merely to insist that a union organization has 
become so large and thereby an impersonal structure does not in 
itself dismiss the fact that the organization is made up of human 
beings. In the earlier years of the twentieth century this fact 
was recognized and underlay much of the philosophy basic to 
the passage of government legislation regarding labor. “That 
the labor of a human being is not a commodity or article of 
commerce” was a basic assumption of the Clayton Act. 


LABOR NOT AN ARTICLE OF COMMERCE 


Yet, it becomes increasingly apparent that terms such as “‘eco-.@ 


nomic power” and “union monopoly” are being used to connote 
some vast organization that operates invidiously in the economic 
system. The force exercised by labor unionism will be discussed 
in later sections. For the present, it is important that the dis- 
tinction between human labor and an article of commerce be 
emphasized and also the manner in which that difference op- 
erates in our economy. 


LaBorRER Has NOTHING TO SELL Excepr His Lasor—Wéilliam Green 


In 1950, President William Green of the American Federa- 
tion of Labor testified in opposition to a bill that would, in effect, 
have placed unions under the antitrust laws and negated the 
exemptions provided by the Clayton and Norris-LaGuardia 
Acts. 

“The present bill proposes to abrogate the policy established 
by these acts and to apply the provisions and policies of the 
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@ Sherman Anti-trust Act to labor organizations. It overlooks vital 
distinctions between commodities and articles of commerce and 
the labor of a human being. The laborer has nothing to sell 
except his labor. The labor organization is a voluntary associa- 
tion which does not engage in commercial business for profit 
like the corporation or partnership. 


“It does not trade in goods. It is merely an assembly of 
persons joined together for purposes of mutual aid and protec- 
tion of wages and working conditions through the process of 
collective bargaining. There is involved in the labor agree- 
ment not only wages or annual income but hours of labor, the 
conditions under which it shall be rendered, risks to the health 
and safety of the worker, and his welfare quite generally. 

“It is obvious that principles applicable to commercial trans- 
actions in physical commodities cannot be applied to workers. 
The labor movement is a humanitarian attempt to establish and 
maintain a standard of living designed to protect the health of 
the workers of the Nation. There is a lot of difference between 
that and the control of prices in the sale of commodities. 

“The basic fallacy of the Robertson bill, as well as of all 
attempts to include the labor of human beings within the pro- 
visions of State or Federal antitrust laws, is an unwillingness to 
recognize the great moral truth once clearly recognized by Con- 
gress in the Clayton Act and recognized by all civilized societies 
anywhere that the labor of a human being is not an article or 
commodity of commerce. Problems which might arise out of 
the attempt of workers to band themselves together for mutual 
aid and protection and to refuse to sell their labor except upon 
terms and conditions mutually agreeable simply cannot be 
treated on the same plane with attempts of sellers of goods to 
band together to set prices on goods and to restrain competition 
in the sale of goods. Goods can be bought and sold physically 
apart from buyer and selier. Labor cannot be sold apart from 
the worker. The worker must make a sale of his labor in order 
to live and thus is placed at a greater disadvantage in bargaining 
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for a price for his labor than is the entrepreneur in bargaining ¢. 
for a price for his wares.”’ * 
There can never be placed too much stress upon the moral 
issue involved in a discussion of labor-management relations. 
Time and again the American people are confronted with some 
a event that exposes the false esteem that some segments of our 
. society have for the material values of life. This sacrifice to 
Mammon has permeated our civilization to such an extent that 
much of the humanitarian impulse of the labor movement has 
been rejected in the arguments of the labor monopoly issue. 
And, yet, morality and ethics demand that property rights be 
subservient to human rights. 


MARKET VALUE FOR TON OF STEEL Dogs Not APPLY TO VALUE OF 
LaBOR—James Roosevelt 


It should never be forgotten that a worker is selling a part of 
himself whereas the property owner is not. The worker never 
can regain labor lost. Representative James Roosevelt of Cali- 
fornia succinctly outlined these basic differences between human ~ 
labor and a commodity: “It took Congress 24 years to get around 
to clarifying the original purpose of its antimonopoly legislation. 
In 1914 it passed the Clayton Act which was intended to exclude 
unions from antitrust proceedings except when they conspire 
with management to restrain trade. 

“Why did Congress finally take this action? Because it had 
| become tragically clear that the same rules that were meant to 
es establish the market value of a ton of steel cannot properly de- 
a termine the fair value of the labor of a human being. The 

reasons are fairly obvious. 

| “1. If the businessman who sells steel or who wants to buy it 
is not satisfied with an offer he can generally wait for a better one 
without loss. But the worker is selling a part of himself, his 
own labor power. If he turns down a job because the price; 
that is, the wage, is unsatisfactory, what he loses while shopping 


' Senate Judiciary Subcommittee, Unreasonable Restraints Hearings, 1950, p. 191. 
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@ around for a better opportunity is lost forever. Besides, the 
worker cannot hold out long for better offers; his family must eat 
every day. 

“2. The prevailing price of steel is generally widely known to 
the buyers and sellers all over the country, but the price of 
labor, the current wage rate, cannot easily be known to an 
individual searching for work. Without a union to help him a 
worker generally, for lack of information, would be forced to 
sell his labor for too low a price. 

“3. While most commodities can be shipped to the market 
where they may bring the highest price, the worker cannot so 
easily move with his family from one city to another even if he 
had the means of knowing that his labor would bring a higher 
price in another place. 

“4. In our industrial society there are generally many workers 
trying to sell their labor and gradually fewer employers seeking 
to buy it. Without collective bargaining through strong unions, 
workers in most instances would have no choice but to accept 
whatever price is offered for their labor. 

“In the face of these tremendous advantages of the buyer of 
labor, the employer, over the seller, the worker, surely it is 
hypocritical nonsense to talk about the benefits of ‘pure com- 
petition’ which would supposedly exist in a ‘free labor market’ 
in which there would be no unions.” ? 

These arguments were reiterated in an article in Labor's 
Economic Review in 1956 entitled “The ‘Labor Monopoly’ 
Myth.” 

“If a humane and prosperous economy were to be achieved, 
clearly the outmoded concept that the sale of a worker's services 
is no different from the sale of a load of bricks—that both are 
mere ‘commodities’ to be bartered in the market place under 
the same economic rules—had to be rejected. . . . It had become 
clear to all fair-minded people that America could not tolerate 
the economic doctrine that the lowest possible wage established 


*U. S., Congress, House, Committee on Education and Labor, Hearings, Labor Man- 
agement Relations, 83rd Cong., Ist Sess., 1953, pp. 3738-3739. 
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by supply and demand in a so-called ‘free’ labor market was good ™ 
for workers and good for the country.” * 


MISCONCEPTIONS OF MONOPOLY POWER AND COLLECTIVE BARGAINING— 
Emanuel Celler 


As recently as October, 1959, Congressman Emanuel Celler, 
chairman of the House Judiciary Committee, explained the dif- 
ference between the labor market and the commodity market. 

“I am convinced that the proposal to subject unions to the 
antitrust laws reflects, at best, a naive misconception of the 
nature of the monopoly problem on the one hand and of collec- 
tive bargaining on the other. At worst, I fear, it exploits a 
superficially plausible but factually untenable analogy between 
human labor and the commodities of commerce, for the purpose 
of depriving working people of their right to bargain collec- 
tively. 

“Presumably the object of subjecting labor unions to the anti- 
trust laws would be to restore competition to the labor market. 
This means direct competition between workers for jobs. But 
the labor market is so different from the commodity market that 
it would be folly to apply the same rules to both. 

“In the first place, what the worker sells is not property; it is 
a part of his physical self. The value of his labor, if withheld, 
can never be recovered. He cannot store it or ship it in the 
manner of goods, but must exercise or lose it. 

“Second, in his effort to secure fair wages, the individual 
worker is always confronted by a combination. To quote Adam 
Smith in his classic, “The Wealth of Nations’: ‘Masters are al- 
ways and everywhere in a sort of tacit, but constant and uniform 
combination, not to raise the wages of labor above their actual 
rate... 

“Third, individual workers are forced to compete with each 
other for wages to an extent far exceeding the competition of 


*“The ‘Labor Monopoly’ Myth,” Labor's Economic Review, AFL-CIO, vol. 1, no. 2. 
February, 1956, pp. 14-15. 
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@ employers for labor. They lack either the knowledge or the 
mobility to move their homes and families to places where wages 
are higher. 


“It is also misleading to compare labor unions to business 
monopolies. Unions do not have the control over the labor of 
their members that is enjoyed by owners over the goods they 
sell. No more than their individual members can unions store 
or ship that labor. Nor are they in a position to make un- 
restricted delivery of it. This imperfect control, compared to 
the control exercised by sellers over their goods, sharply limits 
the power of unions. They are not truly sellers but brokers of 
labor—a perishable, variable and relatively immobile product. 

“Finally, whether organized or unorganized, the workers lack 
financial reserves comparable to those available to employers of 
labor. To treat trade-unions as monopolies and to prohibit 
their activities as restraints of trade would thus fly in the face of 
the industrial realities.” * 


COMBINATION OF WorKERS IS IN THE INTEREST OF THE ENTIRE 
ECONOMY—Arthur Goldberg 


The ethical and humanitarian arguments against placing 
unions under the antitrust laws are interrelated to those argu- 
ments based on economic reasoning. As Arthur Goldberg, gen- 
eral counsel of United Steelworkers of America, has pointed 
out: “These and other related considerations have led to general 
recognition that competition among workers in the sale of their 
labor is not properly comparable to competition among sellers 
in the sale of commodities, and that the former, unlike the latter, 
does not serve a sound purpose socially or economically. It is, 
therefore, improper and misleading to apply the concepts of 
‘monopoly’ and ‘restaint of trade’ to organizations of working- 
men. The law frowns on combinations among businessmen to 
raise the price of their products, but it does not and should not 


«Emanuel Celler, “Labor Monopoly—Fact or Fiction?”, U. §. News & World Report, 
October 26, 1959, p. 114. 
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frown upon the combination of individual workers into unions @ 
to raise the price of their labor. When a monopoly exists in 
business, an individual corporation or a group of corporations 
fixes the level of production and prices which will maximize 
profits. On the other hand, when workers band together in a 
union, they do so for the purpose of increasing their wages and 
improving their living conditions. These practices are in the 
interest, not only of the workers who band together, but of the 
economy as a whole, since as wages and living standards improve, 
our economy expands. In contrast, as business monopolies in- 
crease and grow strong, the economy contracts. There are, there- 
fore, very fundamental differences between the purposes and 
functions of a business monopoly and those of a trade-union 
organization.” © 


LABOR MARKET NOT A COMMODITY MARKET 


The concept of monopoly can have significance only in a 
commodity market where the immediate result is the curtailing 
of production and control of prices without reference to the 
principles of supply and demand. It is in this area that “re- 
straint of trade” through the means of monopoly is judged to be 
a conspiracy under the Sherman Antitrust Act. The attempted 
application of this economic measurement to the labor market 
is contradictory. At that point, economic principles cannot be 
applied as social principles. This economic principle of restraint 
of trade has no place in the sociological evolution of factors that 
govern human adjustment to the economic environment. 

These factors indicate the differences between a democracy 
founded on human values and a dictatorship based on material- 
istic or economic values. The human values of our society are 
the foundations of our institutions and Congress has given 
special emphasis to some of these values by declaring them to be 
public policy. Such was accomplished when Congress estab- 


®U. S., Congress, House, Committee on the Judiciary, Hearings, Current Antitrust 
Problems, 84th Cong., Ist Sess., 1955, p. 2145. Cited hereafter as House Committee on 
Judiciary, Antitrust Hearings, 1955. 
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@ lished a body of positive law to govern the relationship between 
labor and management. 

The attempt to place unions under monopoly control ignores 
the human factor by the weighing of human values on a scale of 
economic measures. The persistence of those who desire that 
unions be governed by law—the Sherman Act—which is in- 
volved entirely with economic factors only emphasizes the injec- 
tion of an economic principle into an area where social princi- 
ples are paramount. The advocates of this approach have not 
dared to offer it as a social policy, because, on that basis, the 
principle would more readily be observed for what it is—an 
attempt to subordinate the individual to the economic power of 
the market. 

Therefore, this chapter has emphasized the difference between 
the labor market and the commodity market. Only in an eco- 
nomic market does the principle of “restraint of trade’ and 
monopoly have relevance. No attempt has been made to analyze 
the legitimacy of that principle in the economic market, al- 
though many serious studies are investigating the continued con- 
centration of industry despite the American people’s adherence 
to the traditional idea of competition. 

In the following chapters, the consequences of the social 
policy of collective bargaining will be considered as it may 
have an effect upon competition and inflation. However, the 
conclusion reached in the above discussion is that the current 
economic theories of monopoly have no place in the labor mar- 
ket. Furthermore, these economic theories have been repudi- 
ated as social policy and apply only in a situation of economic 
competition. The nature of the labor market is such as to 
preclude unions being regulated by antitrust laws enacted 
against activities of industry. 
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Chapter Four 
COMPETITION 


Three general areas within the scope of competition deserve 
particular attention. The first involves the attempts to foster 
union rivalry in the belief that consequently strikes will cease 
and prices will remain low. The second concerns the mainte- 
nance of competition between labor and management. The 
third, directly related to the other two, considers the factor of 
union size in evaluating the effect of union power on the econ- 
omy and in bargaining with management. 

After extensive research, Richard A. Lester, professor of eco- 
nomics, Industrial Relations Department, Princeton University, 
reached the conclusion that: “Union rivalry is an unstabilizing 
and inflationary influence. Studies reveal that rival unionism 
is a potent cause of strikes . . . that competition and rivalry do 
not generally have beneficial results in labor relations and that 
labor and management are not competitors in the sense that 
producers of the same commodity are.” * 

The Sherman Act incorporated the restraint-of-trade doctrine 
into law on the assumption that competition was the best regula- 
tor of the economy. Therefore, any application of the law is 
done under the belief that competition will be fostered. ‘This 
study makes no attempt to present a critical analysis of the role 
of competition in industry. But mention should be made to 
David Lynch’s observations on competition in The Concentra- 
tion of Economic Power: 


“, .. technologically the twentieth century has departed radi- 
cally from that of the nineteenth. Everywhere the setting, from 
which was born the economic ideology and methodology of the 


1U. S., Congress, Senate, Committee on Labor and Public Welfare, Hearings on 
Taft-Hartley Revisions, 83rd Cong., Ist Sess., 1958, p. 2449. Cited hereafter as Senate 
Labor Committee, Taft-Hartley Revisions Hearings, 1953. 
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Z @ uineteenth century, has undergone far-reaching and funda- 


mental changes. . . . The flight from the reality of a complex 
modern society finds [expression] in a fetish relating to eco- 
nomic organization. The fetish is competition. It is a sort 
of emotional, cult-like, uncritical acceptance and repetition of 
the notion that competition is characteristic, feasible, and de- 
sirable. Even the monopolists who appeared before the Tem- 
porary National Economic Committee (TNEC) seriously spoke 
and thought in terms of a competitive pattern, apparently unable 
to grasp the reality and the extent of monopoly control in the 
modern scheme of organization. Then, there is the unchal- 
lenged premise, so often expressed, that competition is feasible 
—feasible in a world of the heavy industry and mass production 
techniques so characteristic of the twentieth century. There is 
the belief that competition is not only feasible but also desirable. 
Throughout the TNEC inquiry, no one appeared to subject 
these basic questions to searching analysis. Hearings and testi- 
mony proceeded with established preconceptions as to the role 
competition should play. The illusion of the nineteenth cen- 
tury was a point of departure for the problem-solvers of the 
twentieth.” ? 

Competition is supposed to encourage production and lessen 
any restraint or intereference with that production. Prices, 
then, are to reflect costs, demand, and profits. Even to a cursory 
observer, this simplified definition of the function of competition 
seems difficult of fulfillment in our modern industrial system. 
Constant investigations by Senatorial committees of monopo- 
listic and oligopolistic practices that result in “administered- 
prices” and price leadership make evident that the dream of pure 
competition does not exist in our corporate system. 

Yet, apparently it is this concept of competition which the 
advocates of Federal regulation of unions through antitrust 
legislation would apply in the area of labor-management rela- 
tionship. As mentioned in the previous chapter, this is a case 


* David Lynch, The Concentration of Economic Power, (New York: Columbia Uni- 
versity Press) 1946, pp. 92-93. 
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of trying to adjust an economic principle to human relations. 
The fundamental question is whether the rule of competition 
is a criterion in the labor market. The social, philosophical, 
and ethical values of our society indicate that it is not. But, if 
competition is to be enforced, who, then, are the competitors? 


COMPETITION AMONG WORKERS 


Within the labor market, there are two groups to whom this 
rule might apply. First, there are the individual workers. Before 
the rise of strong unions, each individual worker competed with 
one another. This whole period of our industrial history is one 
which few persons care to remember. It was an era when men, 
women, and children worked fourteen to eighteen hours a day. 
Sweat shop conditions prevailed and the human factor was com- 
pletely ignored. Labor was truly considered a commodity and 
management bought it at its cheapest price. Here was competi- 
tion. But where was the human value of our democracy? The 
union movement was born as a response to this enslavement of 
a human being. It is unthinkable that anyone today would want 
to return to this period of human degradation. Yet, it is still 
contended by some that individual bargaining should replace 
collective bargaining. However, even management, with its 
emphasis upon personnel relationship, recoils from the prospect. 
The consensus of most is that competition should not prevail on 
this level. 


COMPETITION AMONG UNIONS 


As workers move into unions and begin to effectively bargain, 
the old cry of competition is again heard. The contention is 
made that unions should compete among themselves. The posi- 
tion is not actually presented that way. Instead, management 
makes an attack upon industry-wide unions. It is maintained 
that these unions should be dissolved into small units of either 
plant or company components. This dissolution would occur 
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@ under the application of the antitrust misconception that bigness 
in itself was monopoly. Again competition is the criterion. Al- 
though intense rivalry might result from this atomization, its 
effect upon the economy would be disastrous. Richard Lester, 
quoted above, indicated this fact. One of the most common re- 
sults of interunion rivalry was the jurisdictional strike. When 
the Wagner Act was first amended by the Taft-Hartley Act, this 
form of competition was prohibited. The AFL-CIO itself rec- 
ognized the inherent incompatibility of competing organizing 
unions by establishing the no-raiding agreement. 

In many instances, it is management itself which desires to 
maintain the international union so that some degree of uni- 
formity and stability can be maintained in its industrial relation- 
ship. Otherwise, for example, there would be the situation where 
one union may ask for pension agreements one year and another 
union for insurance benefits and still another for wage increases. 
The next year each of these unions would seek the same gains 
which the other obtained the year before. There would be as 
many labor agreements as there would be different unions. In- 
deed, management, at least in the mass industries, could hardly 
be favorable to this form of competition. 

Thus, within the labor market, competition for the sake of 
competition produces no real results as far as increased produc- 
tion and unfettered price control is concerned. Actually, there 
are grave humanitarian and administrative, as well as economic, 
considerations which would lead to the rejection of the rule of 
competition as expressed in the Sherman Act. On the labor 
market level, competition accomplishes nothing for the economy. 
It is to be noted that competition, in this area, may be inter- 
preted only as disunity among one of the parties—labor. If this 
is the aim of those who advocate increased Federal regulation 
of unions, then they are not justified to be speaking in terms of 
economic competition. What they are advocating is the com- 
plete sectionalization of the labor movement with the conse- 
quent abolishment of the collective bargaining process. 
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COMPETITION BETWEEN LABOR AND MANAGEMENT — /) 


Actually, the collective bargaining process, through large 
unions, represents an attempt to establish an equalization of 
power. Positions of comparable power enable collective bar- 
gaining to take place without any undue pressure from the other 
party. Certainly the steel strike of 1959 is an indication that the 
union (even though industry-wide) does not possess such massive 
economic power as to force the industry to agree to its terms. 

It is only on this level that there is any effective competition. 
The realities of American industrial life involve extremely 
large concentration of economic power in the hands of a few 
corporations. The organization of workers along similar lines 
is the only effective way to insure that bargaining is not domina- 
tion. 

The real issue involved in competition was stated unequivo- 
cally by General Counsel Arthur Goldberg: ““The real question 
is not preserving competition against monopoly but a question 
of power as between workers and employers. The Chamber 9% 
objects to industry or area-wide bargaining, and the NAM to 
bargaining by national unions, not because it reduces competi- 
tion among the employers in the sale of their products, or be- 
cause there should be competition among employees to supply 
labor cheaply, but because it gives greater bargaining power to 
labor. That is the issue, and unrelated antitrust questions are 
brought in simply to confuse it.” * 

Congressman Emanuel Celler of New York has pictured the 
relationship between size and collective bargaining: ‘‘Further- 
more, the cry of ‘bigness’ sounds strangely from that quarter 
which has contended, in the area of antitrust enforcement, that 
bigness alone does not warrant federal interference. In the 
labor area, the argument runs that industry-wide or area-wide 
or pattern collective bargaining somehow becomes monopolistic. 


“The fact is that collective-bargaining relationships between 


* House Committee on Judiciary, Antitrust Hearings, 1955, p. 2147. 
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@ local unions and employers have taken varying forms in response 
to the special economic problems and traditional practices of 
different trades and industries. Multi-employer bargaining has 
not been the sole creation of unions but, rather, a response by 
both union and management to the exigencies of the situation. 

“Moreover, there is no substance in the charge that labor 
viewed as a whole exercises too great economic power vis-a-vis 
the employers. Looking at the total picture, the greater strength 
is still predominantly on the side of the employers. Only a 
minority of all wage earners are organized—18.5 million as of 
1956, or 1 out of 4—and many of them are organized in unions 
which cannot begin to match the economic power of the em- 
ployers.” ¢ 


SIZE—THE NECESSITY OF BIGNESS 


The element of size or “bigness” has always been debated in 
discussions concerning monopolies. Bigness, in the labor field, 
is a necessary result of effective bargaining. Unions have be- 
come big only because industry is big. Recent studies indicate 
that economic concentration has continued unabated with fur- 
ther control being concentrated in the hands of the investment 
bankers.° Certain groups maintain that if the large national and 
international unions were broken into smaller units, then union- 
ism would no longer exercise restraint of trade and the industrial 
scene would be calm. 

“Attempt to force by legislative fiat this special type of com- 
pany unionism would generate all sorts of industrial strife and 
raise problems of enforcement that stagger the imagination. By 
creating a fundamental threat to union existence, it would make 
union security a major issue throughout the economy for an 
indefinite period. Severance of long established institutional 


‘Emanuel Celler, “Labor Monopoly—Fact or Fiction?”, U. S. News & World Report, 
October 26, 1959, p. 116. 

*For example, see Adolph A. Berle, Jr., Power Without Property, (New York: Har- 
court Brace & Co.) 1959, and David T. Bazelon, “Facts and Fiction of U. S. Capitalism,” 
The Reporter, September 17, 1959, pp. 43-48. 
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ties and enforced autonomy of the pieces would require artificial 
barriers to communication between union officials and Federal 
policing of the internal affairs of labor organizations.” ° 


SIZE—THE BENEFITS OF BIGNESS 


Furthermore, besides the essential benefits of large unions 
in collective bargaining, there are many advantages both to the 
individual unionist and to the community as a whole which 
could not be obtained by smaller unions. At times, many unions 
are recognized and accepted by their communities because of the 
social responsibility which the large union is able to perform 
in its activity outside the plant gate. In an excellent analysis of 
the advantages of large unions over small ones, the general 
counsel for the Steelworkers said: “It is difficult, I know, to 
differentiate between the qualities of big unions and small 
unions; the patterns of human behavior in the labor movement 
have a troublesome habit of crossing all categorical lines and 
providing exceptions to just about every generalization that 
sociologists can devise. Nevertheless, there are four areas in 
which I believe it can be safely demonstrated that large unions 
serve the purposes of the individual and of the society better 
than small unions—or at a very minimum, serve these purposes 
no worse than small unions. 

“First of all, it is safe to generalize that large unions are at 
least no less successful than small unions in bringing wage im- 
provements and social benefits to their members. In the big, 
rich mass production industries that dominate the American 
economy, it seems to be beyond need of proof that big unionism 
is the only effective and satisfactory form of unionism. 

“Secondly, I think that a study of the internal structures and 
practices of big unions and small unions would show no particu- 
lar advantage for the smaller, presumably more grassroots type 
of labor organization in the area of ethical practices and demo- 


*Senate Committee on Labor, Taft-Hartley Revisions Hearings, 1953, p. 2450. 
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@ craticrights. The Ethical Practices Committee of the AFL-CIO 
found evidences of corruption and lack of democracy in a few 
small unions and in a large one, too. Corruption is not a func- 
tion of bigness in unions; indeed, there is room for speculating 
that the smaller group, with its more convenient power levers 
available to corrupt elements, may be more susceptible to per- 
version of ethical and democratic rights than larger, more formal 
entities. 

“To observe a third facet of this problem, large unions seem 
as capable and as desirous as smaller organizations in promoting 
civil rights programs, protecting the due process of members, 
and insisting on formal procedures to protect individual mem- 
bers from unfair actions by fellow members or by officers. Per- 
haps because of their bigness, diversified membership and all- 
inclusiveness, many of the larger unions can point to far more 
progress in the fields of civil liberties and civil rights than many 
of the small unions. 

“Or, to use still another yardstick, big unions have developed 
imposing educational, citizenship and community service pro- 
grams. ‘These are unselfish projects which insure to the gain 
of the communities as well as the members. While the union 
as an organism certainly derives benefits from raising the educa- 
tional level of its membership, or of making its members and 
their families more sophisticated politically, it is equally clear 
that over the long run that some process also serves to enable 
the members to play a more useful role in their own relationship 
with the union organization and in the performance of their 
civic obligations. 


“The member of a union has a citizenship responsibility to 
exert his franchise in his union, and thereby to insure that the 
organization represents the will of the majority. There are cases, 
in both big unions and small, where that franchise has not been 
exerted sufficiently or at all. But I see no pattern emerging in 
the American trade union movement to suggest that the indi 
vidual has fewer rights, or exercises his right less, or receives less 
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service, or gets fewer benefits in a big union as compared to his 4) jf 
brother in the smaller trade union organizations.” * 


COMPETITION AND THE LABOR MARKET 


Therefore, any application of the principle of competition as 
contained in the Sherman Act to the labor market demonstrates 
the disastrous effects that result. Too often those who advocate 
this approach do not recognize the logical consequences of such 
action. When imposed upon the labor movement, such competi- 
tion causes social and economic repercussions that affect all of 
society. Actually, it is an attempt to weaken the bargaining 
power of unions. However, ultimately it affects the bargaining 
process itself and undermines the human values of our economic 
system. Therefore, no other conclusion can be reached other 
than that emphasized in the previous chapter—the principle of 
competition, as an economic principle, has no relevance in the 
social order where human factors are involved. The factor of 
competition does not apply to unions as it does to industry- » 
Mason and Segal outlined the elements of competition that limit | 
the actions of unions in any attempt to stifle competition. 

“Indeed, the functioning of competition among workers in a 
given labor market is so imperfect, and individual workers may 
be at such serious bargaining disadvantage in relation to particu- 
lar employers, that no general case against collective bargaining 
could be made on the basis of economic principles. 

“Besides, the amount of market power enjoyed by a union may 
vary widely. One factor which may limit the market power of a 
particular union is the competition of nonunion plants in the 
same industry. Another is competition from other industries 
which produce close substitutes for the product of the unionized 
industry. A third factor is intensive price competition among 
the producers of the unionized industry, which in turn makes 
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* Arthur J. Goldberg, The Role of the Labor Union in an Age of Bigness, an address 
to Northwestern University Conference on Freedom in the Modern American Economy, 
October 28, 1959. 
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for tougher bargaining on the part of the employers. A fourth 
is new technology which creates methods of production com- 
peting with labor services for which unions negotiate.” ® 


These conclusions were suggested by the statement of Pro- 
fessor Charles C. Killingsworth, a member of the Economics fac- 
ulty at Michigan State University, on September 30, 1959. The 
concept of monopoly does not apply in the same way to unions 
as it does to industry. 

“Many people . . . would say that unions can shut off the labor 
supply of plants, firms, or even entire industries; therefore, they 
are monopolies and should be brought under the antitrust laws. 
I believe that this diagnosis and this prescription rest on a 
common error in logic—the fallacy of the inexact analogy. . . . 
The application of the antitrust laws to unions would not 
achieve the same results in the labor market that the antitrust 
policy is supposed to achieve in commodity markets. 

“The basic assumption of the antitrust laws is that free com- 
petition is the best regulator of economic activity. . . . Several 
conditions are essential for even reasonably effective competi- 
tion. One is that sellers are able and willing to seek the highest 
price for their product, whatever it is. This implies knowledge 
of alternatives offered by the market and ability and willingness 
to take advantage of the best opportunities. Studies of the labor 
market have shown that workers, as sellers of labor, simply do 
not behave in these ways. They generally have quite poor 
knowledge about alternatives, and most of them have, from the 
narrow economic standpoint, . . . attachments to localities, oc- 
cupations, and particular jobs. Because they are human beings, 
they don’t behave like that calculating machine known as ‘eco- 
nomic man.’ 


“Another necessary condition of competition is that there 
must be no collusion among buyers. All buyers must compete 
actively with each other for the available supply of a particular 


* Edward S. Mason and Martin Segal, “Unions and Monopoly,” Challenge, vol. IV, 
no. 9-10, June-July 1956, pp. 6-10. 
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commodity. . . . Many research studies have shown that, under 
normal circumstances, most employers regard wage competition 
as highly improper behavior. ‘Labor pirating’ is the term 
applied. 

“Unions do not possess sufficient independent, unchecked 
market power to justify measures which would imperil the great 
benefits to our economy flowing from our present system of 
collective bargaining.” ° 

Thus, this chapter has attempted to show that there is no 
truth to a widespread belief that unionism has now grown so 
large that it is dominating the American economy. Yet, persist- 
ent statements are made that unionism is now capable through 
establishing a wage pattern throughout the United States and, 
in turn, forcing up prices which create inflation. The following 
chapter will discuss some aspects of inflation, especially in regard 
to the alleged market power of these “huge” unions in contribut- 
ing to spiraling prices. 


°U. S., Congress, Joint Economic Committee, Hearings, Study of Employment, Growth 
and Price Levels, 86th Cong., Ist Sess., 1959 (September 30, 1959). Cited hereafter as 
U. S., Congress, Joint Economic Committee, 1959. 
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Chapter Five 


INFLATION 


The American public has been subject to the cry of inflation 
for such a long period of time that a fear has been inculcated, 
causing confusion and misunderstanding. There is no doubt 
that the issue is extremely complex. This has been evident by 
the conflicting statements of numerous American economists. 
The varying theories may be the result of the use of different 
data or of a different interpretation of the significance of that 
data. In either case it is desirable that the people be made aware 
that many oversimplifications of the causes of inflation have led 
to a distorted view of the effects of labor unionism on inflation. 

It is agreed that management has always resisted wage in- 
creases and have vividly portrayed the dire results if they sub- 
mitted to union demands. At times the resistance was based 
upon economic theories; other times, upon managerial preroga- 
tives; and occasionally simply upon the profit motive. Now for 
the first time, management is assuming the role of the protector 
of the consumer. Wage increases, it is charged, will not harm 
industry—it will harm the public. How?—through inflation. 

It is the intent of this chapter to produce evidence from the 
studies of leading and respected economists that will emphasize 
the negative role of wage increases as a cause of price increases. 
If the chapter only raises a doubt in the reader’s mind, that all is 
not black and white in any analysis of inflation, then the discus- 
sion will have achieved a measure of success. 

Many factors have been enumerated that might have in- 
fluenced the recent inflation. Some of these would be the 
raising of prices by huge corporations in certain industries de- 
spite a decrease in sales; agricultural conditions affected by bad 
weather or crop disease, thus affecting food prices; various gov- 
ernmental and business policies that have raised production 
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costs; and the constant increase in the demand for services caused 
by population growth, changing patterns of consumer wants and 
demands, better living standards, and the rapid increase in 
suburban development. 

No attempt will be made to accept a particular explanation of 
the current inflation. Although there are many factors which 
have contributed to this phenomenon during a period of pros- 
perity, it is very interesting to note that the economists, who 
emphasize one or another explanation, are careful to indicate 
that unions demanding wage increases should not be made scape- 
goats. This important conclusion has great significance. First, 
the sooner the true causes of inflation are identified without 
allowing prejudice or emotion to condemn unionism, the sooner 
the proper remedies can be found. Second, the attack on the 
collective bargaining system can be exposed as management's 
reassertion of its unilateral managerial prerogatives. Thus, the 
charges of labor monopoly and “massive economic power” in 
industry-wide bargaining can be evaluated on the basis of social 
policy and economic democracy and not on the dubious conten- 


tion of inflationary consequences detrimental to the public. 


WAGE—PRICE RELATIONSHIP 


In his able study prepared for the Congressional Joint Eco- 
nomic Committee, Professor Charles L. Schultze of Indiana 
University stated: “The largest part of the rise in total costs 
between 1955 and 1957 was accounted for not by the increase 
on wage costs but by the increase in salary and other overhead 
costs. This increase was in turn associated with the investment 
boom. Business firms purchased large amounts of new equip- 
ment, hired extensive professional, technical, sales, and clerical 
staffs, and speeded up research and development projects. When 
output did not rise, producers attempted to recapture at least 
some of these increased costs in higher prices. This ‘premature’ 
recapture of fixed costs further accentuated the magnitude of the 
general price rise. 
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“The hypothesis that the 1955-57 inflation was mainly trace- 
able to an autonomous rise in wage costs appears to be sharply 
contradicted. ... Commodities which account for less than one- 
third of the weight in the industrial wholesale price index ac- 
counted for almost two-thirds of the price rise. Yet in these same 
industries prices rose by a substantially larger amount than did 
wage costs. To suggest that wage increases originated in the 
industries with little rise in output, demand, or productivity and 
were somehow transmitted to the industries facing excess de- 
mand would fly in the face of any reasonable theory of wages. 
Neither can the rise in wage costs be traced to an aggregate 
excess demand for wage labor... . 


“The data we have examined on the interrelationships among 
expenditures, output, prices, wages, and productivity seem to 
confirm our hypothesis with respect to the nature of the 1955-57 
inflation. During those years the economy attempted to accom- 
plish a sharp change in the allocation of resources. Because of 
the limited mobility of resources and the nature of price and 
wage making processes, this resulted in a rise in the general 
level of prices rather than a mere shift in relative prices. Over- 
all demand was not excessive, and aggregate output rose very 
little. Industries confronted with excess demand raised prices, 
however, and bid up costs of materials and wages. In deficient 
demand sectors neither goods prices nor factor prices fell signifi- 
cantly. In fact, the rising cost of materials, and the advance in 
wage rates in the expanding sectors, spread throughout the 
economy. As a consequence, prices not only failed to decline, 
but actually rose in many industries characterized by growing 
excess capacity. The tendency for most prices to rise was great- 
est among finished goods, where cost pressures built up in earlier 
stages of fabrication, and weakest among crude materials where 
demand conditions played a more important role. The cost in- 
creases which did occur throughout industry appear to have 
spread out from the sectors in which excess demands were 


*See statement by Gardiner Means quoted elsewhere in this chapter. 
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present. An examination of the relationship between prices and 
wages does not confirm the hypothesis that the cost increases 
resulted mainly from an autonomous wage push; indeed, the 
data seem to contradict this view.” * 

Some economists maintain that inflation is caused by a cost- 
push impact upon prices. Under this theory, wages have been 
considered as one of the major cost items. It is contended that 
as wages increase, costs are forced up and these are reflected by 
increased prices to the consumer. However, the theory of the 
wage-push cause of inflation has been directly attacked by econo- 
mist Leon Keyserling, attorney and former chairman of the 
President’s Council of Economic Advisers: “The extraordinary 
price inflation from early 1956 forward was not due to excessive 
wages or consumer buying power, relative to the production and 
supply of goods. From January 1956 to November 1957, indus- 
trial production declined 2.8 percent, but industrial prices rose 
almost 4144 percent. Similarly, price inflation has not been 
justified by business costs in the form of wages. Net profits after 
taxes would have been ample, without these price boosts. Com- 
paring the first three quarters of 1957 with the first three 
quarteres of 1956, unusually large price increases hiked profits 
after taxes by 8 percent in total manufacturing. 

“In the eyes of some people, wages are always ‘too high.’ In 
times of inflation, they blame it on wage increases, and say that 
any more wage increases would cause still more inflation. In 
times of stability, they say ‘don’t rock the boat.’ And when a 
recession starts, they say that wage increases would aggravate 
all other difficulties. But these people seldom look at the facts 
about wages. . . . Of course, these people admit as a general 
proposition that wages must grow if the economy is to prosper. 
. . . But they never want to apply this general proposition to 
specific cases at any given time. . . . The specific facts are that 
wages and salaries usually come to about two-thirds of total con- 
sumer income; and the growing consumption lag has been 


*U. S., Congress, Joint Economic Committee, Study Paper No. 1, “Recent Inflation 
in the United States,” p. 121. Italics supplied. 
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caused largely by the growing wage lag. Since 1953, total wages 
and salaries in real terms have needed to grow by better than 
41% percent annually to help maintain full prosperity rate of 
economic expansion of nearly the same size. But for the period 
1953-1957 as a whole, total real wages and salaries expanded at 
an annual average rate of only about 3.1 percent. 

‘Wages and profits should not always grow at the same rate. 
. . . Our economic trouble today, arising from an investment 
boom far outrunning wages and consumption, is clear indication 
that wages have lagged behind profits in a meaningful sense. 
This conclusion is reinforced because the disproportionate in- 
vestment boom has been financed to a large extent from internal 
sources—that is, from profits and depreciation and depletion 
allowances rather than from borrowing. Liberalized allowances 
for depletion and depreciation have led to understatement of 
true profits. At least to this extent, the very recent ‘profit 
squeeze’ is exaggerated.” * 


ECONOMIC GROWTH AND WAGE LAG 


One of the primary problems facing our country today is the 
slow rate of economic growth. The problem has added signifi- 
cance because of the international situation in which the com- 
petition between the economic systems of the United States and 
Russia reflect upon the effectiveness of our political way of life. 
The continued need for full employment and job opportunity 
is conditioned upon the rapid expansion of our capacity to pro- 
duce. It also acquires our full utilization of that capacity. Wages 
play an important role in the rate of consumption which is nec- 
essary as a basis for increased production. Hence, the over- 
emphasis upon inflation has beclouded the issue. Our rate of 
growth has become static and the collective bargaining proce- 
dure which, in a free society, can be one of the institutions to 
spur expansion, has become suspect. The business institutions 


* Conference on Economic Progress, “Wages and the Public Interest,” January, 1958, 
pp. 4, 17, 27. 
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of the United States, because they are entrusted with a public 
responsibility in our economic system, must be guided not only 
by the profit motive, but also by a sense of obligation to guaran- 
tee the full growth of the economy. The emphasis upon infla- 
tion, which finds its expression in an attack upon the union 
movement, ignores the necessity for growth and relies, rather, 
upon restrictive fiscal and employment policies. It is not aston- 
ishing, then, that Walter Fackler, Assistant Director of Economic 
Research for the Chamber of Commerce, maintained that “‘un- 
employment has a positive economic good.’’* ‘To counter- 
balance such repression, Keyserling emphasizes the wage factor 
in our economy not as the cause of inflation, but, rather, as the 
stimulant to growth. 

“Wages have trailed prices, and wage costs have not justified 
price inflation. No subject has been marked by more deliberate 
misrepresentation and honest public misunderstanding than the 
relationship between wages and prices. 

“A part of the public has even been led to believe that wage 
rates and prices must usually advance at the same rate, and that 
stable prices depend upon stationary wage rates. This is non- 
sense. If wage rates did not rise faster than prices, or prices drop 
without wage rate reductions, the standard of living could never 
advance. There could never be enough more real purchasing 
power to match our rapidly increasing productive power. The 
whole history of our economic progress has been based upon 
wages and other consumer incomes rising faster than prices to 
increase real purchasing power sufficiently. We have had noth- 
ing but trouble when this has not happened. 

“Much more of the public has been led to believe that, when 
price increases have followed wage increases, the price increases 
have been caused and justified by the wage increases. This is 
generally not true. Wage earners have been put in an unfair 
public relations box. If they do not get adequate wage increases, 
the whole economy suffers. If they do get adequate wage in- 


*U. S., Congress, Senate, Special Senate Committee on Unemployment Problems, 
October 5, 1959. 
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creases, these are sometimes used as a pretext for immediate and 
unjustified price increases—and again, the whole economy 
suffers. 

“Wages have not caused inflation through too much purchas- 
ing power, and full employment is not inflationary. 

“The argument is very popular in some quarters that wage 
trends have caused price inflation, by creating excessive pur- 
chasing power and demand for goods relative to the available 
supply of goods. This was a real problem during wartime, and 
wage earners accordingly accepted many restraints. But it has 
not been the real problem in recent years. 

“There is an equally misguided idea that full employment 
and full prosperity are necessarily inflationary, and that huge 
lags in employment and wages, consumption and production, 
are the necessary cost of price stability. This ‘healthy readjust- 
ment’ theory accounts for the hard money policy, and other 
repressive policies now bearing their bitter fruits. 

“During the 1949-1953 period, despite the Korean War, the 
price inflation averaged very much less than during the recent 
period, although in this earlier period there was reasonably full 
employment and production, coupled with a rate of overall eco- 
nomic growth almost twice as high as during the recent period. 
Similar conclusions are indicated by the long period running 
back to 1933. 

“In vivid contrast, the recent price inflation from the start of 
1956 until the most recent months—the fastest ever except in 
time of war or reconversion from war to peace—was due mainly 
to the ability of highly selective ‘price administrators’ to lift 
their prices in order to reach for high or excessive returns despite 
a slack economy and inadequate economic growth. This mal- 
practice has by now aggravated the unfavorable economic trends 
it sought to escape from. 

“Despite widespread propaganda blaming wage increases for 
most of our economic troubles, these troubles have been due 
largely to the lag in wages behind requirements for full pros- 
perity. 
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“The total wage and salary lag of 451% billion dollars, during 
the five-year period 1953-1957 as a whole, has interacted with a 
lag of 814 million in total man-years of employment during the 
same period as a whole. (Including about 2 million represent- 
ing the full-time unemployment equivalent of part-time employ- 
ment and temporary layoffs.) Inadequate wages for those em- 
ployed, by affecting consumer purchasing power, have caused 
unemployment. And unemployment resulting from other 
causes, such as the lag in farm income and the lag in public out- 
lays for vital domestic programs and national defense, have 
added to the wage lag. 

“These lags in employment and wages have contributed to 
a lag over this five-year period of $1300 in the average income 
of all American multiple-person families in all occupations. By 
slowing down the growth in the consumption of farm products, 
these wage and employment lags have contributed—though not 
nearly so much as the dismal national farm policy—to a more 
than 23 billion dollar lag in net farm operators income during 
the same five-year period as a whole.” ® 

Other economists agree that the cost-push inflation theory ad- 
vanced by industry is at least overgeneralized, if not entirely 
fallacious. In hearings before the Congressional Joint Economic 
Committee, Professors George H. Hildebrand of UCLA, Oscar 
A. Ornati of New School for Social Research, and Edward C. 
Budd of Yale have all questioned general concepts on causes of 
inflation as propounded by the Administration.°® 


ADMINISTRATIVE INFLATION 


A strong case can be made that instead of wage-push inflation, 
the country is faced with an administrative inflation. The Tem- 
porary National Economic Committee (TNEC), established in 
1938 at the request of President Roosevelt, grappled with the 


* Conference on Economic Progress, “Wages and the Public Interest,” January, 1958, 
pp. 31-36. Italics supplied. 
*See U. S., Congress, Joint Economic Committee, 1959 (September 29, 1959). 
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economic problems of unemployment, maldistribution of in- 

come, and monopolistic control of industrial activities. From 

that period of the TNEC investigations to the present hearings 

before the Senate Committee on Monopoly, the existence of 

what is known as a price-administered industry, wherein price 
competition disappears, became apparent. This phenomenon 
continued unabated, and ultimately was a serious influence on 
inflation. Doctor Gardiner Means, as early as 1935, when eco- 
nomic adviser to the Secretary of Agriculture, identified the 
administered market. He recently described this new inflation 
in examining the present steel industry controversy: 

“This type of inflation has been called an administrative in- 
flation and involves a rise in prices in the more concentrated in- 
dustries where there is a considerable area of discretion within 
which pricing policy can be made. Such an administrative in- 
flation could result from excessive wage increases or from busi- 
ness efforts to increase profit margins. But this kind of inflation 
does not come from a general excess of demand and it cannot 

@ be halted by contracting demand except by creating unemploy- 
ment. 

“Once the fact of administrative inflation is accepted, the 
next problem is to discover its source. Business management 
calls it wage inflation and blames the union. Labor points to 
the pricing power of management and says this power has been 
abused. In theory, an administrative inflation could arise either 
from labor seeking to push up wage rates faster than productivity 
or from management seeking to increase profit margins too 
much, or from a combination of these two. What are the facts? 

“An examination of the situation in steel will throw some 
light on the question. As far as the increase during the demand 
inflation resulting from the two wars is concerned, neither labor 
nor management was responsible. Careful analysis of the data 
introduced by management shows that both the employment 
costs per ton in producing steel and the prices of steel lagged 
well behind the general price rise until the last stages of the war 
inflations. During most of this period, wage rates went up less 
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quickly than the increases in productivity and in cost of living 
would justify and by 1953 they had hardly caught up with the 
general rise in the price level. . . . Prices of metals and metal 
products, predominantly steel, showed a smaller rise in price 
from 1942 to 1947, the early part of the inflation period, than 
did prices in the more competitive industries. Thus, the re- 
strained behavior of both labor and management operated to 
slow down the inflation which arose from excess demand. 

“The administrative inflation since 1953 is quite a different 
matter, for as we have seen steel has been leading, not lagging 
behind, the price increases in other industries. 

“In the Senate Subcommittee Hearings in the summer of 
1957, a great deal of attention was focused on the average $6 
increase in the prices of finished steel which took place in July 
of that year. On this, Mr. Blough, Chairman of the Board, 
United States Steel Corporation, testified as follows: 

“In our most recent negotiations last year—after a 5-week 
strike—we signed a labor agreement. It was that labor agree- 
ment which foreordained our recent price increase. On July 1 
of this year we faced what our recent total wage-cost history 
demonstrates was about 614 percent increase in our total costs 
per man-hour; and to cover these costs in part, we raised our 
steel prices by an average of 4 percent.’ 

“There are three points to notice about this placing of the 
entire blame for these price increases on the labor contract. 


“First, the statement of costs is in terms of cost per man-hour, 
not in terms of cost per ton. At no point in the formal presen- 
tation by the company was the effect of the increase in output 
per man-hour considered or the net effect of the wage increase 
on cost per ton discussed. And, of course, it is cost per ton and 
not cost per hour which is important for pricing. 

“Second, Mr. Blough’s 61% percent increase due to the labor 
contract includes not only the increase in employment cost ex- 
pected, but also the expected increase in the cost of purchased 
materials and services per man-hour of employment. The com- 
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pany argued that historically, when their employment cost per 
man-hour went up $1 their total costs—including both employ- 
ment cost and cost for purchased raw materials, fuel and services 
—went up more than $2. 

“This is more or less what one would expect as a result of a 
demand inflation when everything goes up by more or less the 
same amount. But it would not necessarily follow in an admin- 
istrative inflation. What is immediately important is that the 
corporation reasoned that since employment cost per man-hour 
was going up nearly 6 percent, total costs divided by total man- 
hours, could be expected to go up 61% percent. 

“The third things to notice is that there is no reference to the 
changes in steel prices since the previous adjustment of steel 
wages to productivity in the summer of 1956. Yet finished steel 
prices had been increased an average of $5 a ton during the 
winter of 1956-57, primarily through increasing steel extras. 
Also, a 3 cent cost-of-living increase was required by the labor 
contract in the same period. Both of these increases need to be 
included if we are to appraise Mr. Blough’s conclusion that the 
labor contract forced the $6 increase in steel prices in July 1957. 
We can restate the problem: Did the increased cost per ton of 
steel resulting from the labor contract including both the cost- 
of-living increase in the winter and the July 1 increases, justify 
an $11 increase in steel prices? 

“A careful analysis by the present author of the data pre- 
sented in the Hearings leads to the conclusion that the increase 
in labor costs per ton due to the labor contract was not more 
than $1.75 per ton. Also, the cost of materials and services per 
ton appears to have gone down in this period. Thus, only a 
small proportion of the $11 per ton price increase can be at- 
tributed either directly or indirectly to the labor contract. 

“A similar conclusion is reached with respect to the role of 
labor in relation to the administrative inflation if we examine the 
increases in wage rates and productivity, not in steel alone but 
in manufacturing as a whole. 

“Moreover, since the steel industry, a leader in the adminis- 
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trative inflation, tried to place prime responsibility on labor 
where it clearly does not belong, and since, in manufacturing as 
a whole, prices since 1953 were raised very much more than 
would seem to be justified by the effect on costs of increased 
wage rates adjusted for increased productivity, there should be 
great hesitancy in accepting the widespread contention of man- 
agement that labor is to a major extent the source of this admin- 
istrative inflation.” * 


“RIPPLE-OUT” THEORY 


One more essential aspect of wage and inflation theories 
should be examined. Although the validity of the theory that 
wages have an effect on prices has been radically modified, little 
attention has been given to the ripple-out theory of the wage 
pattern, or, in other words, that a wage increase in a basic indus- 
try automatically increases wages throughout the nation. Yet, 
industry has maintained that this is not just a theory, but is a 
fact. 

The theory has been questioned by the work of Professors 
Willard L. Thorp and Richard E. Quandt: 

“The importance of the wage-push argument is often asso- 
ciated with the growth of strong unions, and particularly with 
the idea that the successes of the steel and automobile unions 
have provided leadership for all other organized labor. Whether 
labor unions have succeeded in pulling up the return for all 
labor is debatable. . . .” ® 

This conclusion was also reached by Doctor Arthur Okun, the 
Yale University economist: ‘““The wage-push thesis has gained 
widespread advocacy as the explanation for rising prices during 
the weak boom of 1955-57. The thesis contends that unions 
have the power and the desire to raise wage-rates in certain key 
industries even in the absence of excess demand for labor. These 


"Gardiner C. Means Administrative Inflation and Public Policy, (Washington: 
Anderson Kramer Associates) 1959, pp. 4-5, 24-31. Italics supplied. 

* Willard L. Thorp and Richard E. Quandt, the New Inflation, (New York: McGraw- 
Hill Book Company) 1959, p. 52. 
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key bargains, it is contended, form a pattern for wage determina- 
tion in other industries and hence fix the pace of wage increase 
throughout the economy. The rate of wage rise tends to exceed 
the average growth in labor productivity for all sectors and thus 
raises wage costs per unit of output. The rise of unit labor 
costs, in turn, gets reflected in higher prices for goods and final 
services. 


“I am uncomfortable with the wage-push argument. It is 
easy to accept the possibility of autonomous wage-increases in 
concentrated unionized industries, but the cost-push advocates 
have not explained how these increases can be transmitted with 
undiminished vigor to other sectors. Wage increases are not, in 
principle, contagious. .. . In fact, conventional economic analysis 
suggests that large autonomous wage rises in steel and autos 
should, if anything, retard employment in these sectors, increase 
the supply of labor available to other industries, and thus have 
a depressive effect on wages elsewhere.” ® 

During the current negotiations between the basic steel in- 

* dustry and the United Steelworkers of America, the industry 
negotiators advanced the idea of the “ripple-out” theory of in- 
flationary wage increases. The basic assumption of this new 
approach by management to the economic issues of collective 
bargaining is that any wage increase, which is higher than the 
average productivity factor in the total economy, will have a 
spreading impact on other negotiations and thereby result in a 
total wage pattern in excess of productivity. It is interesting to 
note that this theory is advocated only by those industries which 
have a higher productivity factor than the rest of the economy. 

However useful this theory may be for resisting the requests 
of unions, it is erroneous for several reasons. (1) There is no 
guarantee that other industries with lower productivity will 
grant higher wages to correspond to the higher national average 

productivity factor. (2) There is no guarantee that the steel 

industry, for example, would share its higher productivity bene- 


°U.S., Congress, Joint Economic Committee, 1959 (September 23, 1959). 
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fits by lowering their prices for the consumer. (3) There is no 
statistical evidence to substantiate the spreading impact of wage 
increases. 

Furthermore, such a theory would necessitate complete or- 
ganization of workers so that all unions could apply this uni- 
form wage pattern. And, yet, it is precisely that total unioniza- 
tion of industries which is opposed by those who would increase 
Federal control or regulation of unions. Actually, the operation 
of the above theory would benefit only the profit margins of the 
industry. Hence, it is with a great deal of suspicion that unions 
view the charge that wage increases are the basis of inflation. 

Professor Charles Killingsworth has repudiated any evidence 
that would have suggested that unions exert significant pressure 
in the over-all wage structure of the United States. 


“There is no convincing evidence that unions have had any 
substantial effect on the general level of wages over the long run. 
If unions generally had a substantial amount of market power 
and consistently used it to push the wages of their members 
higher than would be justified by the economic forces at work, 
surely it would be possible to find statistical evidence of such 
an exercise of market power. . . . It does seem safe to venture the 
guess that, if there has been any effect, it has not been a spec- 
tacular one.” ?° 

What the antilabor groups have been insisting is that the 
spreading impact of wage patterns have been caused by collec- 
tive bargaining, especially industry-wide negotiations. Yet, as 
has been disclosed by the above quoted authorities, wages do not 
have a determining effect on prices, and increases in wages 
gained in a basic industry do not necessarily spread to other 
parts of the economy. 

“When complaints are made against industry-wide bargaining, 
apparently what is meant is wage determination by bargaining 
with a wage leader, which the union then seeks to spread to the 
rest of the industry. When no bargain is made with the leader, 


*U. S., Congress, Joint Economic Committee, 1959 (September 30, 1959). 
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@ the ensuing strike may affect the whole industry. Such wage 


leadership and pattern spreading have, for decades, been char- 
acteristic of the mass production industries like steel, autos, 
rubber, agricultural implements, and electrical equipment, as 
well as meatpacking, paper, and textiles. For example, studies 
of Professor John Dunlop and Dr. George Seltzer indicate that 
wage leadership with industry-wide wage movements has char- 
acterized the steel industry for the past 50 years and thus ante- 
dates effective unionization of steel by at least three decades. 

“Both writers point out that the uniformity in timing and 
amount of wage change in basic steel during the past half century 
has been related to price leadership and pricing methods in steel 
and that synchronization of the wage behavior is in part a reflec- 
tion of the business strategy of large firms in that type of indus- 
try. Consequently, restrictions on the union would not elimi- 
nate wage leadership and pattern spreading.” ™ 

Nevertheless, the forces that reject the idea of an administered 
price inflation and advocate the cost-push cause have continued 
their campaign to crush collective bargaining. Using the argu- 
ments of the increased economic power of unions, with its sup- 
posed result in inflationary prices, they have attempted to incul- 
cate the public with the thought that either unions should be 
placed under the antitrust laws so that they would be forced to 
operate in smaller units or unions should be restricted in certain 
activities essential to the bargaining process. In effect, these 
arguments have been marshalled to disguise the principle aim 
of industry—the destruction of collective bargaining. 


"Senate Committee on Labor, Taft-Hartley Revisions Hearings, 1953, p. 2449. 
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Chapter Six 
THE BARGAINING PROCESS 


NECESSITY OF COLLECTIVE BARGAINING 


Faith in the process of collective bargaining has been ex- 
pressed by many of the authorities cited in the above passages 
and by innumerable other leaders in the field of labor relations. 
Their reasons have been based on both social and economic con- 
siderations. Any realistic analysis of the attempt being made 
to subject unions to monopoly control must be evaluated in the 
light of the collective bargaining procedure. The fundamental 
question is whether this system of bargaining is to be replaced 
by some other method. The foregoing chapters have presented 
some of the underlying issues involved in the debate which is 
currently disturbing the American public. Certainly, it was 
observable that in such areas as competition and inflation, no 
fixed position is impregnable. Positions, then, cannot be rigid 
because the underlying factors are not quite as simple as they 
are presented by those interested in using them for their own 
purposes. 

For this reason, an attempt was made to develop some of the 
historical decisions that removed unions from the jurisdiction of 
monopoly legislation and the injunctive power of the courts. 
After the background was established, the issues of competition 
and inflation were discussed. However, once all these factors 
are evaluated, the main focus point remains the doctrine of col- 
lective bargaining. If this instrument had not evolved, perhaps 
unions, as well as management, would have long ago been under 
some form of governmental control and supervision as is the 
case in many European and South American countries, some of 
which are dictatorships. The whole question of the union’s 
position in our society revolves around our acceptance of collec- 
tive bargaining. Our faith in this system was well stated by 
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Professor George Hildebrand of UCLA: 


“Although collective bargaining is under increasing criticism 
today and has never been without its seamy side, I wish to affirm 
my faith in it as a workable and basically desirable social and 
economic institution. I do not think that it should be made to 
bear a major share of the guilt for postwar inflation. Nor do I 
think that proposals to remake collective bargaining in the name 
of fighting inflation are even workable in their own terms. The 
system of industrial relations we have slowly and painfully de- 
veloped in this country has generally worked well because it is 
suited to our pluralistic social order. It has proved to be both 
elastic and constructive, hence a successful adaptation to our 
economic environment. I, therefore, voice a conservative plea 
for caution in urging that we do not enter lightly upon drastic 
proposals to alter it. It is the radical who voices these proposals, 
although he may act from conservative premises. Before adopt- 
ing such ideas, it is well to remember that in Europe the altern- 
ative to weak unionism and collective bargaining is a strong 
socialist movement. 

“I am also opposed to attempts to atomize collective bargain- 
ing through reform of the antitrust laws to outlaw industry-wide 
bargaining or to dissolve market-wide unions into company-by- 
company organizations. Industry-wide bargaining is neither 
wide-spread nor growing today, and it has not been shown that 
it creates unique inflationary pressures. Quite the contrary. It 
checks strikes by raising their cost to the union while it permits 
both sides to take a broader view of the industry. As for dissolu- 
tion of market-wide unions as such, I think it would increase 
political rivalries and intensify wage pressure, working greater 
hardships upon marginal employers.” * 

The effect of any attempt to destroy collective bargaining by 
reducing the size of unions was discussed primarily in the pre- 
ceding chapter on competition, but the following summary by 


1U. S., Congress, Joint Economic Committee, 1959 (September 29, 1959). Italics 
supplied. 
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Professor Richard A. Lester of Princeton re-emphasizes the 
predicted result of such an attempt: 

‘Whenever hearings on labor-relations legislation occur, Con- 
gress is urged by some groups to enact a law to enforce auton- 
omous local or company unions by restricting both bargaining 
and union action or policy determination to a single company 
or a single locality. 

“Advocates of such a program seem unaware of the fact, that 
it would mean the practical destruction of craft unionism, the 
transformation of the two hundred-odd national unions into 
ineffectual federations that would duplicate present AFL-CIO 
setups, the compulsory severance of longstanding institutional 
and personal loyalties, and the enforced isolation of the parts 
of a movement with 15 million members and 150 years of mili- 
tant tradition. It is like proposing to carve up the Presbyterian 
or Catholic church into local units which shall remain separate 
and autonomous. 

“Such a proposal has, of course, revolutionary implications 
for the structure of industry and for labor relations as well as 
for the structure of labor unions. To be logical and defensible, 
the program would also have to provide for a thoroughgoing 
dissolution of large firms and employer associations and, like- 
wise, enforced independence of the severed parts of the dis- 
membered company and personnel organizations. And in slic- 
ing up industrial combinations, account would need to be taken 
of the appropriateness of each segment as jurisdiction for a 
union. It has repeatedly been emphasized by labor experts 
that little more reason exists for cutting unions up according 
to the odd assortment of activities in which many multiplant 
companies are presently engaged (or may become engaged) 
than there is for a company to be restricted in its operations 
to the jurisdiction of a particular union. To insist that the 
unit of organization of a company and of a union should be 
identical and continued to be identical regardless of economic 
change is to ignore the different needs and historical develop- 
ment of individual companies and unions. The most economi- 
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inappropriate and unsatisfactory for the activities of a labor 
organization. Neither institution should be structurally straight- 
jacketed by the peculiar needs and developments of the other. 

“Attempt to force by legislative fiat this special type of com- 
pany unionism would generate all sorts of industrial strife and 
raise problems of enforcement that stagger the imagination. By 
creating a fundamental threat to union existence, it would 
make union security a major issue throughout the economy 
for an indefinite period. Severance of long established institu- 
tional ties and enforced autonomy of the pieces would require 
artificial barriers to communication between union officials and 
Federal policing of the internal affairs of labor organizations.” ? 

Furthermore, the absolute destruction of collective bargain- 
ing as the result of any application of antitrust laws to unions 
was forecast by Dr. Charles Killingsworth: ‘“The United States 
Supreme Court has said that literal application of the anti-trust 
laws to unions would outlaw almost all means presently used 
by such organizations to achieve their objectives. In other 
words, collective bargaining would be made impossible. And 
even this drastic measure would not achieve even a reasonably 
competitive labor market. To be sure, most of the advocates 
of regulation of unions through the antitrust laws do not pro- 
pose such literal application of them; in fact, it is impossible 
to determine precisely what most of these advocates favor. They 
want competition ‘restored’ in the labor market, and they want 
to achieve this end through some ‘adaptation’ of the antitrust 
laws to union practices. I do not believe that it is possible, in 
our kind of society, to legislate a competitive labor market. I 
believe that attempts to apply the antitrust principle in the 
labor field while preserving collective bargaining involve an 
inescapable contradiction. 


“Many years ago the federal government launched upon a 
policy of protecting and encouraging collective bargaining. In 
2 Senate Labor Committee, Taft-Hartley Revisions Hearings, 1953, p. 2450. 
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my opinion, experience has abundantly demonstrated the wis- 
dom of this basic policy. Our objective should be to improve 
the operation of collective bargaining rather than to substitute 
for it a fundamentally different system of industrial govern- 
ment.” * 

As was stated in the beginning chapter of this study, the 
fundamental issue is whether or not collective bargaining should 
be destroyed. Substantial regulation of union activity must 
ultimately affect the bargaining function or right of unions. 
It is recognized that industry forces desire to weaken bargain- 
ing power in the hands of unionism. However, a continuation 
of this course of action would result in the eventual elimination 
of the bargaining process itself. Thus the union movement is 
understandably vehement in its opposition to antitrust legis- 
lation. It is not merely a question of applying the law equally 
to labor and management. It is much more than that. As 
Americans, we are vitally concerned about expanding our con- 
cepts of political democracy to economic democracy. In the 
collective bargaining process, we have found the means to do 
this. Therefore, we should be very critical of any attempt to 
eliminate it for “a fundamentally different system of industrial 
government.” 


DANGERS INHERENT IN COMPULSORY ARBITRATION 


There is no doubt that all of the traditions inherent in Ameri- 
can democracy speak for the case of collective bargaining. Pro- 
fessor Charles O. Gregory captured this essence in his book 
Labor and the Law: 


“Why most employers and unions fear compulsory arbitra- 
tion or the outside settlement of bargaining disputes is not easy 
to state. But it all goes back to their belief that the essence 
of bargaining of any kind is the freedom of either party to haggle 
over each term, to compromise and balance out offers and 


*U. S., Congress, Joint Economic Committee, 1959 (September 30, 1959). 
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@ counteroffers, and finally to reach a decision to accept or reject 


on the basis of their own values, with all of the circumstances 
in mind. Many intelligent people often wonder why the ra- 
tional procedures of arbitration, or ones similar to those suc- 
cessfully used by the War Labor Board, cannot be substituted 
for recourse to the industrial warfare that is so embarrassing to 
the economy. And it is difficult to explain satisfactorily that 
the use of such devices, except during the crisis of an all out 
war, is likely to end up in the fixing by the government of 
commodity prices and wages, as well as other working condi- 
tions. For the essence of collective bargaining remains the 
parties’ privilege to fix their own terms in every respect—a 
process that no outsider can possibly be trusted by them to 
understand or accomplish. 

“Unions and employers figure that when they are compelled to 
abrogate this bargaining function—the weighing and balancing 
of values—then free enterprise has come to an end. This 
strongly-held conviction is so fundamental that employers and 
unions will fight to the last political ditch to prevent a planned 
economy displacing their mutual right to make the final deci- 
sion on the values under which they must live together. Labor 
unions certainly will never concede that any outside agency 
can possibly be allowed to decide what is or is not good for 
employees, or how much labor may or may not reasonably ask 
for and insist upon getting.” * 

But besides the arguments on behalf of collective bargaining 
based on the American belief in free enterprise, there are other 
reasons—very tangible ones—for rejecting any misguided ad- 
vocacy for compulsory arbitration as a substitute for collective 
bargaining. Government regulation can be a two-edged sword. 
If industry spokesmen move to eliminate collective bargaining 
by placing unilateral control in their own hands through gov- 
ernment intervention, it may also happen that government may 
remove through compulsory arbitration the entire effort of 


“Charles O. Gregory, Labor and the Law, (2d ed.; New York: W. W. Norton & Co.) 
1958, p. 499. 
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self-government by both management and labor. The pendu- 
lum can swing from complete control in the hands of manage- 
ment to complete control in the hands of government. Here, 
again, the fundamental question is the process of collective 
bargaining as an instrument of economic democracy. The 
union movement—together with industry—rejects a totalitarian 
method of handling industrial relations and adheres to the 
principles of self-government. It should be noted that such a 
totalitarian method finds a proper climate in countries with a 
weak union movement and with a reliance upon nationalization 
of industry. In such an atmosphere the union is looked upon 
as an instrument to increase production and to regiment and 
control the working force. It is not regarded as a means of 
industrial democracy to contain management through collec- 
tive bargaining and to redress grievances. In many dictatorial 
countries the union movement is merely an arm of the govern- 
ment in power. In this situation the union is an instrument 
either of the government or management—certainly not an 
instrument of the workers. 

Government intervention can easily lead to a planned econ- 
omy, complete with wage and price controls, that would be the 
antithesis of collective bargaining. Compulsory arbitration 
would be a stepping stone to such controls. The case against 
compulsory arbitration is so conclusive that it is surprising to 
hear its advocacy from some sources. No doubt these persons 
are unaware of the irrefutable arguments against that procedure 
being instituted in labor-management relations. Professor Alex- 
ander Frey precisely stated his reasons for concluding that com- 
pulsory arbitration was unacceptable: 

“1, the minimizing effect which it exercises upon genuine 
bargaining by the disputants. 

“2. the absence of standards without which the adjudicator 
cannot avoid being (or at least seeming to be) either arbitrary 
or reactionary. 


“3. its tendency to increase rather than to diminish disputes 
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@ because of the probable reluctance of at least one of the parties 
to live with the adjudicator’s order. 
“4. the impracticability of enforcing decrees.” © 
One of the major participants in the recent crisis in industrial 
relations, Professor George W. Taylor of the University of 


Pennsylvania, rejected compulsory arbitration as a solution to 
current problems. 


“Compulsory arbitration provides no real answer to the prob- 
lem of public emergency disputes in which, unlike other labor 
disputes, a stoppage of production is, in fact, not available to 
bring about a meeting of minds between labor and manage- 
ment representatives. No program for the imposition of unac- 
ceptable conditions of employment is complete without sanc- 
tions to be used, if necessary, to make employees work and to 
make employers manage. Implicit in compulsory arbitration 
is a dreadful sacrifice of cherished notions about the way men 
should live and work together. And for what? Compulsory 
arbitration would not even insure the sought-for continuity of 

é production. Strikes would still occur, and they would be more 
difficult than ever to resolve. It should be added, moreover, 
that working and managing at unacceptable conditions of em- 
ployment would surely bring an appalling deterioration of effort 
in day-to-day relationships that would spell the end of economic 
progress in affected plants.” ° 

A more detailed scrutiny of the harmful effects of compulsory 
arbitration and government intervention was made by Profes- 
sors Carroll Daugherty and John Parrish in their book, The 
Labor Problems of American Society. ‘‘At the other extreme 
is complete government intervention. Let us make the dubious 
assumption that all serious strikes can actually be prevented. 
If a union or an employer disobeys an arbitration award, the 
government can break the stoppage and teach an unforgettable 


5 Quoted in Harold W. Davey, Contemporary Collective Bargaining, (New York: 
Prentice-Hall, Inc.) 1951, pp. 312-313. 


*U. S., Congress, Senate, A Collection of Excerpts . . ., 86th Cong., Ist Sess., 1959, 
Senate Doc. 22, p. 37. 
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lesson by using injunctions, armed forces, imprisonment, fines, 
and so forth. Let us make the further doubtful assumption 
that management and workers will be just as productive under 
these conditions as in a free society. Then the great utility 
of this alternative is uninterrupted production and a noteworthy 
rise in total want-satisfaction. But this utility is also accom- 
panied by very large costs. 

“First is the serious restriction on the freedom to make eco- 
nomic decisions. This restriction is not likely to be confined 
to the freedom of unions and employers to negotiate such agree- 
ments as they please and to strike and lock out as they please 
in order to get what they want . . . the freedom to strike and 
to lock out is an essential part of free collective bargaining and 
normally makes for agreement and labor peace. It is likely, 
as it did in Australia and New Zealand (where compulsory 
arbitration has long existed), to push government into con- 
trolling product prices, because government, still believing in 
the private enterprise profits system, wishes product prices to 
be high enough to provide adequate profit margins for firms. 
Here again is a deprivation of freedom in economic decision- 
making. (It should be noted that, as Australia and New Zealand 
have demonstrated, restrictions on economic freedom need not 
be accompanied by deprivations of political liberty. Those 
nations are still thoroughly democratic in the political sense.) 

“Second, real collective bargaining, a notable day-to-day, clos- 
to-home expression of democracy, is almost certain to wither 
on the vine under compulsory arbitration. Why should unions 
and employers bother to negotiate agreements when a major 
force toward agreement, namely freedom to strike and to lock 
out, has been removed and when the government has the final 
word on all terms of employment? Better hasten to the arbi- 
tration court, let the lawyers proceed with their arguments, and 
get it over with. 

“Third, intra-union democracy is also likely to suffer. Why 
should union members bother going to union meetings when 
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@ any union policies that they might help to establish must yield 
to those of government? 

“Is the utility of compulsory arbitration worth these costs?” ’ 

The leading labor spokesman for the government, Secretary 
of Labor James P. Mitchell has constantly opposed the use of 
compulsory arbitration: 

“I do not believe that government ought to have such a club, 
no matter how cautious it may be in hitting people with it. 
I believe that tests of will and of strength are and always have 
been a part of the bargaining process. I think also that the 
mere possession by government of the powers of compulsory 
arbitration will lead to a demand for their use, and not as 
infrequently as might be imagined. But my strongest dissent 
must be to compulsion itself. Compulsory arbitration is not a 
good thing for the United States. 

“Compulsion runs counter to that system of voluntary deci- 
sion and for this reason it has been rejected by most demo- 
cratic societies. As soon as government fixes wages it is logical 
that it must go on to determine conditions of work, fix hours, 
hear grievances and possibly eventually dictate details of pro- 
duction. And does anyone think for a moment that the gov- 
ernment can determine what wages are fair and what are not 
fair without eventually determining what prices are fair and 
what are not fair? A government cannot assume the power to 
fix wages without eventually assuming the power to fix prices, 
and once the government is in the business of setting wages 
and prices in major industries, it is not so large a step to gov- 
ernment domination of an entire economy. 

“One important item of experience: Compulsory arbitration, 
intended to stop strikes, does not stop strikes. It often causes 
them. In countries that have tried the system, government dic- 
tation of settlements leaves behind it a rash of hit-and-run 
strikes, work stoppages, slow downs and the like. There is one 


"Carroll R. Daugherty and John B. Parrish, The Labor Problems of American Society, 
(Boston: Houghton Mifflin Co.) 1952, p. 812. 
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reason for this that is of paramount importance to any society 
in which governments are elected, and in which government 
officials trusted with the arbitration decision stay in power at the 
sufferance of the people and the interest groups that are a part 
of the people. When a government official hands down a deci- 
sion on wages or prices under the compulsory system, it could 
be, it is almost apt to be, a political decision rather than an 
economic decision. 

“Compulsory arbitration is not the answer to the dilemma of 
collective bargaining.” ® 


FUTILITY OF THE INJUNCTION 


This interference of the collective bargaining system by a 
third party, either by compulsory arbitration or by use of the 
injunction, has been particularly under attack during the re- 
cent steel dispute. Compulsory arbitration has been generally 
discredited, but the use of the injunction has not. 

As we mentioned above, unions achieved immunity from the 
injunction proceedings of the Sherman Act. This liberation 
was granted through the Norris-LaGuardia Act in 1932. More- 
over, this grant of freedom was not merely a freedom from 
injunction, it was a freedom to bargain collectively. To place 
unions under the antitrust legislation would eliminate this 
freedom or right to bargain. The Taft-Hartley Act reintro- 
duced the injunction. It is true that it was to have limited 
use in that it was to be a government-sought injunction only 
in emergency cases, but its application substantially interferes 
with the bargaining process. The steel strike of 1959 indicates 
that negotiations were not accelerated or bolstered by the con- 
tinued threats to use the emergency provisions of the Taft- 
Hartley Act. It is impossible to adhere to a system of self- 
government and at the same time be ready to impose a com- 
pletely contradictory system if difficulties arise. If collective 


*“What’s Wrong With Collective Bargaining,” News From the U. S. Department of 
Labor, October 18, 1959. 
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bargaining is our method of operation, then every attempt 
should be made to implement it—not interfere with it. 

In expressing the minority opinion in the 1959 Steelworkers’ 
case, Judge Hastie of the Third Circuit Court of Appeals dis- 
cussed the possibilities whereby use of the Taft-Hartley injunc- 
tion power interferes with collective bargaining. 

“The injunction sought here is an equitable remedy and, 
therefore, is to be granted or withheld in the exercise of a sound 
discretion. Accordingly it should not be granted if it appar- 
ently would not accomplish its objective. In the emergency 
strike provisions of the Taft-Hartley Law, the primary purpose 
of a temporary injunction is not to force strikers to return to 
work but to facilitate a settlement of a serious industry-wide 
strike by collective bargaining. 

“The national emergency strike provisions of the Taft- 
Hartley Act, 29 U.S.C. 176-180, do not purport to determine 
the merits of a labor dispute or to terminate a strike by judicial 
order. The statute merely authorizes a court temporarily to 
suspend a strike of a certain nationally very harmful type for 
a period of not more than eighty days while the parties nego- 
tiate and the strikers ultimately vote whether to accept what- 
ever final offer management may make. This duty to negotiate 
and vote is explicit and constitutes the whole machinery of 
settlement set up by the statute. Thus the apparent purpose 
of the statute is to create for a limited time a more favorable 
environment for collective bargaining between the parties to 
a nationally hurtful strike with the hope and expectation that 
bargaining and related procedures, outlined in Section 179 of 
Title 29, will accomplish a settlement of the strike. 

“It is true that a Taft-Hartley injunction may also have the 
immediately helpful effect of temporarily restoring much needed 
production. But if this has been the objective primarily in 
view there would have been no reason for limiting the term 
of the injunction to an eighty-day period of attempted settle- 
ment. Reflecting his primary concern with achieving a nego- 
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tiated settlement, Senator Taft, the principal sponsor of the 
legislation, explained its philosophy to the Senate in these 
words. “We do not feel that we should put into the law, as 
part of the collective bargaining machinery, an ultimate resort 
to compulsory arbitration, or to seizure, or to any other action. 
We feel that it would interfere with the whole process of col- 
lective bargaining.’ 

“To put the matter somewhat differently, there is no legis- 
lative mandate that a court shall grant an injunction whenever 
a strike is imperiling national health or safety, though such 
peril is essential to jurisdiction. Rather a court sitting in equity 
is called upon to balance all equitable considerations inherent 
in the statutory scheme or disclosed by the evidence in a given 
case. Under this analysis a primary and essential equitable 
consideration must be whether the underlying public purpose 
of the statute to promote and facilitate more effective bargain- 
ing would be served. Indeed, in my judgment some utility in 
accomplishing this primary purpose of the legislation should 
provide the principal equitable justification of injunctive relief. 

“Thus, a court, before issuing an injunction under Section 
178 of Title 29, should satisfy itself that there is a reasonable 
basis for belief that a forced suspension of the strike will aid 
and accelerate the process of collective bargaining. In terms 
of the present case, has it been made to appear here that the 
parties are more likely to settle their dispute within the next 
eighty days if the strike is suspended for that period by court 
order than they are to accomplish this result while the strike 
continues? 

“I think Congress undertook a limited intervention of Gov- 
ernment to aid collective bargaining, and, therefore, that a 
court should not act absent some showing that it will be aiding 
a negotiated settlement. That is a sufficient reason for denying 
injunctive relief here.” ® 

The problem before the courts in applying an injunction in 


* Circuit Court of Philadelphia, Judge Hastie’s Dissenting Opinion, October 28, 1959, 
quoted in New York Times, October 29, 1959. 
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labor disputes was foreseen in 1950 by the then Secretary of 
Labor Maurice Tobin: 

“The antitrust laws, furthermore, cannot by their very na- 
ture regulate in constructive ways the relations between labor 
and management. They can and in the past were used to limit 
the objectives of unions in collective bargaining. When they 
are applied, their only effect can be to force the courts, rather 
than the parties, to write the terms of the contracts governing 
their relations. This bill, therefore, is opposed to the whole 
policy of free and effective collective bargaining .. . 

“As I have stated, to subject union activities to the antitrust 
laws means subjecting them not only to the sanction of crim- 
inal prosecution by the Federal Government, but, even more 
serious, to suits by private parties for injunctions or for treble 
damages. This means that the antitrust laws may again be 
used, as they so notoriously were before the Norris-LaGuardia 
Act, as a springboard to obtain injunctions in the Federal Courts 
to restrain what have long been considered legitimate activities 
of labor unions. This proposed retrogression to the use of in- 
junctions in labor disputes under the vague concepts of this 
bill would virtually return labor-management relations in all 
our basic industries—for which of our basic industries is not 
‘essential to the maintenance of the national economy?’—to the 
era of ‘government by injunction’ when, in the words of Prof. 
Charles O. Gregory: ‘Many courts asked to issue injunctions 
unfortunately slipped into the custom of using as standards their 
own notions of what they believed to be good or bad as a 
matter of policy. In this way too many judges began to think 
of labor-union activity as something enjoinable in itself. And 
since union leaders could not anticipate the vagaries of the 
judicial mind, they could not define for themselves or their 
followers the area of permissible economic conduct within which 
they were legally free to act. This unwholesome state of affairs, 
where labor unionists never know just where they stood under 
the shadow of brooding and undefined judicial power, involved 
an almost certain threat of suppression to most of organized 
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labor’s bargaining and organizational program, without bene- 
fit of any legislative declaration of policy or, indeed, of any 
rules of the game that might be called law.’ ” ”° 

At the same time President Green of the AFL spoke out 
against the injunctive process: “In essence, all charges that or- 
ganized labor creates a monopoly . . . amounted to the simple 
claim that unions have been successful in organizing the un- 
organized and have hereby become strong. It is, of course, the 
object of any union to organize the unorganized and thereby 
to gain strength and equality in the collective-bargaining rela- 
tionship. 

“As a matter of fact, those who cry ‘labor monopoly’ do not 
realize that the only true ‘monopoly’ in the employment rela- 
tionship occurs when there is no union organization. Without 
unionism, employers enjoy a real monopoly in the setting of 
wage rates and the determination of working conditions. Work- 
ers can only work or refuse to work on the employers’ terms; 
they themselves have no voice in deciding what those terms 
should be. 

“Now that unions have achieved near equality of bargaining 
power in some industries, they are called ‘monopolies.’ Were 
unions weak and had they no strength to cope with the giant 
corporations of today, would it ever be suggested that they be 
subjected to the antitrust laws and their concerted economic 
pressures subjected to injunction at the whim of any of the 
hundreds of Federal district judges? Surely, if the principle of 
self-organization is to have any validity, the fact that self- 
organization has been able to gain its objective in some areas 
should not be reason for subjecting it to the restraints of the 
injunctive process.” 

Arthur Goldberg has given extensive reasons why the injunc- 
tion process is inadequate: 

“What is wrong is not that Congress has acted to assert the 
public interest, but that the method selected by Congress has 


* Senate Judiciary Subcommittee, Unreasonable Restraints Hearings, 1950, p. 318. 
1 Tbid., p. 192. 
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been wrong. Simply stated, the Taft-Hartley injunction method 
is one-sided and it does not help to settle the underlying dis- 
pute. It is, therefore, not a good method... 

“The President, Secretary Mitchell, Chairman George Taylor 
of the Board of Inquiry in the steel dispute, other public offi- 
cials, labor relations experts and large sections of the press 
have demonstrated their lack of faith in the national emergency 
injunction provisions. 

“We have seen public opinion move a long way in the last 
10 or 12 years. When the national emergency injunction sec- 
tion was passed by Congress in 1947, it was all but universally 
lauded in the press and in the business community. In 1949, 
when Congress almost made Taft-Hartley a better law, it was 
not possible to persuade a majority of the United States Senate 
to change the national emergency section. Today, that part of 
the law seems to have very few friends, and those friends are 
not talking very loudly. 

“The basic trouble with Taft-Hartley in this area is that it 
provided only a single, predictable method of operation, and 
that method favors the employers. The injunction provision 
is based on the false assumption that management has nothing 
to do with causing big strikes and that the union has every- 
thing to do with causing them. It seems to assume that union 
leadership will not even inform its members as to the nature 
of management’s last offer. 


“These are patently erroneous philosophical assumptions to 
guide the Government in the handling of strikes in big indus- 
tries. The fact that the injunction method is the only formally 
available under the statute compounds the difficulty. In the 
steel dispute, management expected the injunction to be used 
and that great expectation served to frustrate the collective 
bargaining process from the beginning. It is certainly clear 
today that the steel industry’s reliance on a prospective injunc- 
tion which would force the employees to return to work under 
expired conditions of employment, made settlement at the col- 
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lective bargaining table far more difficult than it would other- 
wise have been.” 

The conclusion of this chapter is that collective bargaining 
is the best method for preserving industrial peace. Placing 
unions under the antitrust laws or use of compulsory arbitra- 
tion would destroy the collective bargaining process. If there 
are weaknesses within the present collective bargaining process, 
then methods should be found to perfect that system, not to 
abolish it. One of the major obstacles to collective bargaining 
is the injunction power. If the injunction power has been dis- 
covered to be inadequate, then it should be eliminated and 
other methods utilized. The following chapter discusses some 
possibilities for perfecting and preserving our present system 
of collective bargaining. 


* Goldberg, The Role of the Labor Union in an Age of Bigness, Northwestern Uni- 
sity address, October 29, 1959. 
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Chapter Seven 


“, .. WITHIN THE FRAMEWORK OF 
FREE INSTITUTIONS” 


“I suggest that, on the whole, the results of collective bar- 
gaining have not been as arbitrary as alleged, and that, in any 
event, no one can point to any other procedure which could 
have produced better results within a framework of free insti- 
tutions.” So concluded labor expert Nathan Feinsinger in an 
article in the Monthly Labor Review." 


The words “. . . within a framework of free institutions” 


sum up admirably the essence of the thesis of the present study. 
Throughout the preceding chapters, an effort has been made 
to emphasize the fact that the collective bargaining procedure 
is ideally suited to American democracy. Collective bargain- 
ing procedure is ideally suited to American democracy. Col- 
lective bargaining, as a method of resolving industrial disputes, 


embodies the freedom of choice that is part of the American 
heritage. No other form of the bargaining process can fit into 
the pattern of our free institutions as does collective bargaining. 


NEED FOR PERFECTION 


It has been explained that subjecting unionism to antitrust 
laws would destroy the process of collective bargaining. It has 
been demonstrated how compulsory arbitration or government 
intervention by the use of the injunction corrodes the process 
of collective bargaining. The idea of a planned economy that 
would inevitably result from the destruction of collective bar- 
gaining was expounded by Secretary of Labor Mitchell in an 
interview reported by the Christian Science Monitor: “I do 


1 Nathan P. Feinsinger, “Union Monopoly Power and Responsibility,” Monthly Labor 
Review, LXXXI (June, 1958), pp. 601-602. 
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not believe that government ought to have such a club, no @ 
matter how cautious it may be hitting people with it. The 
mere possession by government of powers of [compulsory arbi- 
tration] will lead to a demand for their use, and not as infre- 
quently as might be imagined. 

“But my strongest dissent must be to compulsion itself. 
Compulsory arbitration is not a good thing for the United 
States. As soon as government fixes wages it is logical that it 
must go on to determine conditions of work, fix hours, hear 
grievances, and possibly eventually dictate details of production. 
Eventually it must fix prices and ultimately dominate the en- 
tire economy.” ? 

And the President of the United States reiterated his Labor 
Secretary's beliefs when he remarked: “Well, I don’t think that 
Taft-Hartley has a very brilliant history, and I could say I 
do not believe it is necessarily good or adequate legislation. 
But on the other hand, I am not so sure that additional legis- 
lation is going to do exactly what we want. 

“Ladies and gentlemen, what we want: We want a growing 
and expanding economy, with fairness to everybody. But we 
don’t want to try to control this or direct this by Government. 
And if we come to the point that we believe through the 
medium of controlling prices or any other compulsory type of 
action, then I believe we have hurt ourselves very badly.” * 

These statements were made at a time when the American 
people realized that the power of the injunction under the 
Taft-Hartley Act had obviously failed to achieve its purpose. 
Nation-wide criticism of the Taft-Hartley Act was immediate. 
Thus, the cries for antimonopoly laws, compulsory arbitration 
and increased injunctive power have been heard. A review 
has been made here of the detrimental results that would occur 
from the use of any of these three supposed solutions. The 
present study has concentrated upon the reasons for denying 


~ 8 Christian Science Monitor, October 28, 1959. 
* News Conference at Augusta, Ga., October 22, 1959, reported in John Herling’s 
Labor Letter, October 24, 1959. 
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@ the validity of either antitrust laws, compulsory arbitration, or 


injunctive powers as remedies for labor-management disputes. 
The collective bargaining process has been manifested as the 
only system that can operate within our democratic society. 

But the 1959 steel dispute has served to expose certain weak- 
nesses in the present method of collective bargaining. Anti- 
labor forces have thus sought to use the situation to destroy 
collective bargaining and labor organizations. Friends of labor 
cannot be content merely to deny the practicability of their op- 
ponents’ assertions. Positive efforts must be made to strengthen 
the collective bargaining procedure for which they stand and to 
prove that the method is not only workable but in the best 
interests of the nation. 

Therefore, not only is it desirable to establish the goal for 
future action in the field of labor-management relations, but 
to suggest some of the methods that might be used in aiding 
the process of collective bargaining. No doubt there are many 
other solutions and certainly many variations of the ones pre- 
sented here. The purpose of the concluding chapter is only to 
give some impetus to the movement that should be commenced 
now for the preservation and perfection of collective bargaining. 


COLLECTIVE BARGAINING—A CONTINUING PROCESS 


Collective bargaining, as a process in industrial relations, 
should never be considered as occurring only at the period of 
negotiation. Actually, it is a continuing interplay between the 
human factor and the economic force of industry. The result- 
ing contract of negotiation is a living document which involves 
daily collective application. According to Harold Davy, pro- 
fessor of Industrial Economics, Iowa State College: ‘This elas- 
tic usage is employed to cover the entire range of organized 
relationships between unions and management, covering the 
negotiation, administration, interpretation, and application of 
collective labor agreements.” * Therefore, collective bargaining 


* Harold W. Davey, op. cit., p. 6. 
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cannot be isolated or limited to the mere act of signing an @ 
agreement. Nor can it be evaluated solely on the grounds of 
the rapidity, or lack of rapidity, with which an agreement is 
consumated. For example, a strike or threat of strike is not 
synonymous with collective bargaining. 

The emotionalism agitated against collective bargaining is 
the result of a focusing of all attention on one phase in the 
process—the negotiation period. In the past, there was undue 
emphasis on the strikes and boycotts which were used to get 
recognition and a contract. Now, the emphasis is on the fear 
of a supposedly inflationary settlement. But what about the 
interim periods? What about the manifold organized experi- 
ences between union and management? These are as much a 
part of collective bargaining as the time spent at the negotiat- 
ing table. It is the contract that perpetuates a particular rela- 
tionship which was arrived at during the negotiation period. If 
the collective bargaining process is to become a more perfect 
instrument of sound practice and mutual cooperation, then, 
perhaps, there should be some attempt to move outside the 


period of actual negotiations to seek areas for improvement. 


BUILT-IN CONTRACTURAL PROCEDURES 


One avenue to explore is within the collective bargaining 
agreement itself. Provisions could be written into the contract 
which would prepare the way for future negotiations. A mutual 
investigation of the issues which might arise at the time of 
termination of the contract would provide the negotiators with 
the factors requiring mutual compromise. In this way, the 
areas of mutual agreement could be set forth prior to negotia- 
tion. This method was followed by the United Steelworkers 
of America prior to negotiating a joint job-evaluation program 
for the steel industry. A joint committee was established to 
study the principles involved in a classification project. A 
mutually acceptable manual was adopted with equitable 
weight given to the various factors in a job description. Even 
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@ the title of the program indicated the spirit of this pre-negotia- 
tion bargaining—The Cooperative Wage Study. 

There are many areas of joint exploration of contract issues 
that are more satisfactorily examined outside of the pressure 
of the bargaining table. Worthwhile negotiations result from 
careful study of the issues. The study can be effective and ob- 
jective when done under mutual auspices. Hasty settlements 
are avoided because a more sound knowledge and judgment of 
issues are possible. Contract issues are not obscured by emo- 
tionalism. It is for that reason that the Steelworkers suggested 
that the working practices and problems involving automation 
in the steel industry be subjected to joint study. 

Professor John T. Dunlop of Harvard University suggested 
this possibility before the Joint Economic Committee on Octo- 
ber 2, 1959. 

“Very few collective bargaining agreements in the United 
States contain provisions to be followed when the parties are 
deadlocked in the negotiations over a new agreement. Pro- 
cedures in the railroad and airlines industries are specified by 
statute, and agreements in the transit industry and some 
branches of the newspaper industry provide for arbitration. 
Procedures might well be negotiated in agreement generally 
under which the parties follow steps they have previously 
agreed upon before resort to strike or lockout in disputes over 
the terms of a new agreement. Such steps might include resort 
to designated mediators, fact finding with or without recom- 
mendations or even arbitration.” ° 


Perhaps some method could be developed by the parties and 
written into the contract, whereby, the negotiators might be 
able to forestall a crisis during the period of negotiations. How- 
ever, it is important to recognize that the right to strike is 
inalienable and that the parties, utilizing all means to avoid a 
crisis, cannot be expected to abdicate that right. An effective 
approach emphasizing the continuing aspect of the collective 


5U. S. Congress, Joint Economic Committee, 1959 (October 2, 1959). 
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bargaining procedure within the contract itself is the positive 
development of areas about which the next negotiations might 
be concerned. 

On October 26, 1959, the Steelworkers signed a contract with 
Kaiser Steel Corporation. That contract embodied the ideas of 
establishing committees to study the economic factors that are 
involved in negotiations. 

“ITEM 6: The parties shall establish a joint committee, 
consisting of Dr. George Taylor, Chairman; David L. Cole, 
and Mr. John Dunlop, and three representatives designed by 
each party to recommend for the consideration of the parties 
for the establishment of a long range plan for equitable shar- 
ing between the stockholders, the employees and the public, 
of the fruits of the Company’s progress. The formula shall give 
appropriate consideration to safeguarding the employees against 
increases in cost of living, to promoting stability of employment, 
to reasonable sharing of increased productivity, labor cost sav- 
ings, to providing for necessary expansion and for assuring the 
Company’s and the employees’ progress. ‘The Committee shall 
report its recommendation to the parties prior to July 1, 1960; 
and the parties by mutual agreement may incorporate an agreed 
upon plan in substitution for the wage and cost of living pro- 
visions in this Memorandum, which would otherwise become 
effective on or after July 1, 1960. 

“ITEM 8: The parties shall establish a joint committee to 
study problems resulting from automation and technological 
change and local working conditions, and to make recommen- 
dations to the parties with respect thereto. It is mutually under- 
stood that the parties must apply themselves conscientiously to 
these problems to the end of achieving continued economic 
progress. The Committee shall be authorized to settle prob- 
lems in these areas by mutual agreement. Neither this Com- 
mittee, nor the committee provided for in Item 6 hereof, shall 
become involved in or party to the handling of grievances under 
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@ the grievance procedure provided for in the Basic Agreement.” ° 
The Kaiser Agreement is one example of the use of the 
contract in perfecting the process of collective bargaining. 
Within the process of collective bargaining, the Steelworkers 
and the Company are experimenting with a new approach to 
negotiation. Built into the contract, the parties have their own 
fact-finding board. Three authorities in the field of labor- 
management relationship will contribute their objective opin- 
ions to the factors involved in responsible bargaining. It is a 
long-range program which might affect the course of future 
negotiations. It is not a program of profit sharing, but, rather, 
a step in bargaining development. The parties themselves are 
seehing the methods of a more efficient operation of the bar- 
gaining process without relinquishing their right to bargain and 
without relying upon government regulations. 

David J. McDonald, president of the United Steelworkers of 
America, indicated the union’s expectations concerning this 
new approach to collective bargaining—an approach which the 
Union, in the early days of its organization, discussed in terms 
of the industry council plan. 

“. .. We firmly believe that the Kaiser agreement and those 
related to it are non-inflationary . . . Over and above that, we 
have done something else in the Kaiser agreement. This, I 
think, is one of the most tremendous steps forward ever taken 
by a labor union and enlightened management. If this idea 
is accepted by the rest of the American steel industry, I think 
we will see the end of steel strikes in our land . . . I think we 
have found a real sensible approach to the problem which has 
been besetting our country for many years. 

“This is a tripartite committee. It is made up of three rep- 
resentatives of management, three representatives of the union 
and three public-spirited citizens. The members of this com- 
mittee shall examine all of the economic factors which go into 
the operation of steel mills. They shall examine the pricing 


*Memorandum of Agreement between Kaiser Steel Corporation and United Steel- 
workers of America, October 26, 1959. 
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economics, the profit economics and the labor economics. This @ 
committee shall attempt . . . to work out a formula which sen- 
sibly applied will provide adequate returns for all those engaged 

in the industry. 

“Perhaps I am a bit idealistic, but I have always been ideal- 
istic. When I talked about mutual trusteeship a few years ago, 
some people said, ‘McDonald is talking through his hat.’ When 
we talked about the industry council plan years ago, people 
said that Philip Murray was talking through his hat. But now 
we have in being with the Kaiser Company . . . an implemen- 
tation of the ideas of mutual trusteeship and the ideas embodied 
in the industry council plan. This is an implementation of 
those things and we can go forward ... Then we do not need 
to be concerned about further laws. We do not need to be 
concerned about Congress enacting a law which would estab- 
lish wage and price controls in the steel industry. That will 
disappear. This will be voluntary action rather than compul- 
sion by government and the need for such laws will just 
vanish.” 7 


CONFERENCES 


Another method of fostering a proper climate for the collec- 
tive bargaining process could be annual conferences between 
labor, management, and government. These conferences might 
be on the national or industry level. The conferences could 
familiarize both the public and the negotiating parties with 
the general conditions of the national economy. One of the 
main purposes would be to introduce the public to the areas 
of negotiation about which various unions and industries may 
be concerned. Thus, the public would not be unaware of the 
broad issues involved and susceptible to misleading and con- 
fusing propaganda issued during the negotiation period. In 
other words, the public, if properly informed, could recognize 


a = J. McDonald, Address at 1.U.D. Conference, Washington, D. C., November 
, 1959. 
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@ that labor and management alone can best arrive at an eco- 


nomically and socially equitable agreement. The public would 
have confidence in the system of collective bargaining as the 
method best devised to make the manifold and detailed deci- 
sions involved in economic democracy. It should be unneces- 
sary to sway the general public to one side or the other during 
negotiations. Vague charges of inflation and featherbedding 
only tend to confuse the situation and prevent considered and 
practical decisions. These decisions cannot be made by the 
public in general. They are matters that must be worked out 
by the two parties most familiar with the situation. Hence, 
annual conferences may acquaint the public and labor-manage- 
ment with the general factors underlying the multitudinous 
contracts to be negotiated, and, therefore, aid the process of 
collective bargaining. 

Professor John T. Dunlop suggested the possibility of con- 
ference between labor, management, and government as useful 
in discussing common problems and obtaining agreement on 
certain principles. He stated: 

“Professor Burns has well said that ‘Official appeals for re- 
straint in wage and price adjustment may be salutary, but 
experience suggests that it would be unwise under ordinary 
circumstances to expect a broad response to exhortation.’ A 
command to halt wage and price increases spoken by the 
President has no more effect on the tides of inflation than the 
words of King Canute confronting the rising waters of the 
English Channel. 

“. .. it seems to me that the full potential of the leadership 
of the Federal government has never been used persistently 
and imaginatively to shape decisions by private parties on wages 
and prices or to influence the climate of ideas within which 
such decisions are made. If the Federal government expects 
to influence directly the ideas of the parties to collective bar- 
gaining, it must leave repetitive platitudes and generalities and 
meet with labor and management representatives regularly to 
discuss and to debate in free exchange and with detailed sta- 
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tistics the economic setting and outlook in which wage and * 
price decisions are made... 


“The purpose of these annual discussions should be to de- 
velop a consensus of opinion, insofar as possible, or to narrow 
the range of views concerning the major problems confronting 
the economy as a whole and the expectations of the short-term 
and long-term business outlook by principal sectors. These dis- 
cussions would not be negotiations nor should they be designed 
to predetermine any particular contract negotiations. But the 
government would help to sketch the economic problems and 
climate; the interchange would benefit all three groups in our 
industrial relations system. The fundamental point is that im- 
aginative government leadership should press beyond annual 
cautions and preachments to more direct exchange of ideas and 
information in a society of free men and collective bargaining, 
and particularly in a society in which the level of general edu- 
cation and detail and the quality of statistical and economic 
information has been improving rapidly in the past gener- 
ation.” ® 

Arthur Goldberg of the United Steelworkers of America had 
outlined such a device in a speech made in November, 1958: 
“Since, save for the collective bargaining conferences, there is 
little joint exchange of opinion, when then do management and 
labor express their views? The answer is clear: almost every 
where except together! 

“There have been occasional efforts to bridge this gap. The 
CIO proposed an Industrial Council Plan. . . . To industry, 
it connoted a sort of co-determination. . . . American labor has 
not the slightest interest in co-determination. . . . it infinitely 
prefers to make its gains through collective bargaining rather 
than through any joint control of industry. 

“My own thinking leads to a proposal for a Labor-Manage- 
ment Assembly, modeled after the United Nations Assembly, 
as an instrument for bringing together the leading figures of 


*U. S., Congress, Joint Economic Committee, 1959 (October 2, 1959). 
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@ American industry and the leading figures in the American 
trade union movement for a periodic examination and dis- 
cussion of the issues which affect us all and in which we find 
so little common ground. 

“I propose that the Labor-Management Assembly be con- 
vened under the auspices of the Government of the United 
States and that the Secretaries of Commerce and Labor act 
as co-chairmen. 

“To serve its proper purposes and to achieve any beneficial 
results, the Labor-Management Assembly must meet at regular 
periodic intervals and must receive top level attendance and 
top level thinking from both sides. I would propose that the 
present membership of the Business Advisory Council, enlarged 
by representative small business men, constitute the industry 
representation. The General Board of the AFL-CIO, on which 
sits at least one representative from each affiliate union, large 
and small, would constitute labor representation—with the 
proviso that respectable unaffiliated unions should of course 

@ also be invited. 

“I would hope that the Labor-Management Assembly would 
not issue statements unless they are unanimously agreed upon, 
and unless the common denominator is higher than agreement 
that sin is bad and morality is good. Primarily, if the Labor- 
Management Assembly is to be successful, it must be a place to 
discuss and think about important issues in the labor-manage- 
ment area on a broader basis than is possible in collective bar- 
gaining, not to fight and bicker over the words of a contract or a 
resolution. Indeed, I visualize more and greater benefits from 
small discussion groups under the auspices of the Labor-Manage- 
ment Assembly than from general plenary sessions.” ® 

Any approach wherein the participants in a collective bar- 
gaining process develop by themselves methods of perfecting 
the system is preferable to government intervention. It is pos- 
sible that even specific legislation may create more problems 


*Arthur J. Goldberg, The State of Labor-Management Relations, 1958-1959, an 
address at the University of Wisconsin, November 5, 1958. 
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than it solves. This is apparent when legislation is enacted to ‘@ 
deal with necessarily flexible relationships between free insti- 
tutions in our society. Legislation in this area tends to solidify 
relations by being unable to cope with the complexities of the 
situation. Even the most specific legislation can not be expected 
to cover every unique circumstance that occurs so frequently 
in a free society. It is for that reason that this study has empha- 
sized those approaches which labor and management themselves 
might freely and voluntarily explore to perfect their own re- 
lationship with one another, instead of relying on a third 
party to dictate the details of that association. The legislative 
regulation of the functioning of group contact can rarely be 
considered the preferred method of a nation dedicated to the 
principles of democracy in all phases of its life. 


FACT-FINDING BOARDS 


Moreover, the obvious failure of the Administration’s attempt 
to resolve the steel controversy revealed the futility of present a 


legislation when there are periods of crisis in negotiations. This 
has led to the suggestion by many that fact-finding boards should 
be established as an aid to the collective bargaining procedure. 
The Steelworkers, during the 1959 negotiations, constantly em- 
phasized and suggested this approach. Futhermore, thirty-five 
Senators indicated their support for this approach and requested 
that the President institute such a fact-finding board. Senate 
Concurrent Resolution 69, introduced by Senator Symington, 
States: 


“Whereas, the current strike in the steel industry has already 
caused widespread unemployment, reduced national production, 
and resulted in great financial loss to steel workers, to steel com- 
panies, and to related industries; and also heavy loss of revenue 
to the Government; 

“Whereas, such strike, if prolonged, will affect the national 
security and welfare; 
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@ ‘Whereas, these circumstances create an overriding public 
interest in the speediest possible settlement of such strike; 

“Whereas, the parties having reached an impasse, assistance 
from the Government is therefore necessary to encourage speedy 
settlement of the strike within the framework of free collective 
bargaining; 

“Whereas, the deadlock results from a basic dispute between 
the parties as to the facts bearing upon the issues, and also from 
disagreement between the parties as to what course of settlement 
will best serve the public interest; 

“Now, therefore, be it resolved by the Senate of the United 
States, the House of Representatives concurring, that it is the 
sense of Congress: 

“That the President of the United States use the prestige and 
influence of his high office in effort to obtain promptly a reason- 
able settlement. 

“Sec. 2. That he invite the responsible principals in the steel 
dispute to meet with him in order to impress upon them their 
@ primary responsibility to the nation to conclude an early and 
reasonable settlement. 

“Sec. 3. That the President should set an early date at which, 
in the absence of a fair and reasonable settlement, he will take 
further action; and 

“Sec. 4. That upon failure of the parties to conclude a settle- 
ment by that date, the President should appoint an impartial 
Board, headed by public figures, with established reputations, to 
ascertain the facts with respect to the dispute; and to make public 
a full and complete report of such facts, with recommendations 
as to terms of settlement of the dispute which will best serve 
the national interest and be fair and equitable to both parties.” *° 


From the very beginning of the steel dispute, the Administra- 


1’ U. S., Congress, Senate, Concurrent Resolution 69, 86th Cong., Ist Sess., August 4, 
1959. The co-sponsors were Symington, Bartlett, Bible, Cannon, Carroll, Church, Clark, 
Douglas, Engle, Green, Gruening, Hart, Hartke, Humphrey, Jackson, Johnston, 
Kefauver, Kennedy, Magnuson, Mansfield, McCarthy, McGee, McNamara, Morse, Moss, 
Murray, Muskie, Neuberger, Pastore, Proxmire, Randolph, ayetiente, Williams, 
Yarborough, and Young. 
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tion limited itself by a complete reliance upon the emergency @ 
provisions of the Taft-Hartley Act—the only result of which is 
the injunction. As mentioned in an earlier chapter, the injunc- 
tion method provides no inducement to collective bargaining. 
The basic issues remain unresolved whether or not an injunction 
is applied. The Steelworkers’ appeal to the Supreme Court 
against the issuance of the injunction dramatized the inadequacy 
of this legislation. Labor has always maintained that the use of 
the injunction was the wrong approach. Realizing, then, the 
ineffectiveness of the present use of the injunction procedure, 
Secretary of Labor Mitchell spoke out for changes in the area of 
labor-management relations: “I would like Congress to add a 
step to the mediation process. I have suggested that authority 
is needed for a board which could clarify the issues in a dispute 
when the parties could not or would not do so. It would be 
part of the mediation process and could be convened by the 
President at any time during the course of a labor dispute, before 
a strike or after it started. It could, with the power to hold 
public hearings and to subpoena witnesses, elicit information * 
from the parties involved and publicly record the issues so they 
would be understandable to everyone.” ™ 

A definite trend has been taken in the direction of some type 
of fact-finding board. Also many legislators are now proposing 
measures concerning fact-finding boards. These proposals are 
suggested as amendments either to the Employment Act of 1946 
or to the mediation process or to the emergency section of the 
Taft-Hartley Act. However, all amendments should be based 
upon the notion that they are to implement—in a legislative 
manner—collective bargaining. The emergency provision of 
the Taft-Hartley Act did not implement that process. It has 
taken twelve years to realize the basic inconsistency of these 
provisions with collective baragining in an act pledged to the 
fostering of collective bargaining. 


The value of fact-finding boards has added significance in the 


1 Christian Science Monitor, October 28, 1959. 
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@ mass industries, such as steel, that have an extensive productive 

capacity which is never fully utilized. In such a situation, it is 
easy for a particular industry to over-produce for stockpiles prior 
to negotiation. Ifa strike does occur, there is no economic pres- 
sure upon management for a considerable length of time. In 
an attempt to forestall the use of power, the institution of fact- 
finding boards would make both parties aware of the public 
trust that is their responsibility. It is a responsibility inherent 
in the collective bargaining process. Furthermore, it is a mutual 
responsibility. Any consequences of collective bargaining are 
the result of the actions of both parties. 

For example, any legislative approach which infers that unions 
alone are the cause of strikes fails completely to understand the 
mutuality of collective bargaining. The injunction approach of 
the Taft-Hartley Act weighs heavily in favor of one party to a 
dispute not only because it interferes with the union’s economic 
pressure, but, primarily, because it assumes the union’s re- 
sponsibility for the strike action. However, the mutuality of 
the collective bargaining process encompasses both the union 
and the management in the resort to the strike mechanism. 
Possibly a strike may be the only avenue open to both parties, 
but a fact-finding commission would reveal the specific issues 
involved in a dispute. Its recommendations would at least rule 
out sole culpability for the use of economic pressure by a union. 
A strike should not always be regarded as essentially wrong. It 
involves the right of the workingman to freely express his posi- 
tion on a contractual issue, while, at the same time, management 
is rejecting that position. 

If recommendations made through the instrumentality of a 
publicly appointed board have as a foundation the studies con- 
ducted by joint committees, established by a previous contract, 
the whole atmosphere of collective bargaining would radically 
change. It would then be a mutual collective bargaining process 
emphasizing the continuity of contractual relations which pre- 
vious negotiations opened up as bargainable issues. The findings 
or recommendations would not be merely the opinions of a 
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third party, but would have as their basis the particular joint® 
deliberations of the two parties in pre-negotiation studies. Then, | 
the report of the commission would have relevance to that par- 
ticular industrial relationship between the union in that indus- 


try and management. 


COLLECTIVE BARGAINING OR MONOPOLY 


One of the most notable characteristics of the American way 
of life is the continual exploration of new ways of applying our 
principles of freedom to the challenges which arise in each new 
era. Our institutions of freedom are preserved through a proc- 
ess of continuing development and perfection. There exists a 
constant awareness of the changing realities of our every day 
life and, at the same time, a recognition of our obligation to 
protect and maintain our tradition of democracy. The Ameri- 
can system of industrial relations did not burst forth overnight, 
but gradually evolved within the entire structure of our civiliza- 
tion. Therefore, this industrial development is irretrievably 
identified with the principles cherished by free peoples dedicatedg 
to the right and, indeed, the responsibilities of self-government. 
This recognition of our heredity of democracy involves not 
merely an acceptance of the benefits of self-government, but in- 
volves an acceptance of its entire operation—even though at 
times its functioning may seem cumbersome. The falterings 
should provide the challenges for development and progress, not 
merely arguments for rejection. The collective bargaining sys- 
tem is the result of the evolution of a social policy, wherein, the 
human values in an economic system are paramount. The in- 
dividual is not to be submerged under the impersonal forces of 
an economic system. 

Collective bargaining is now our heritage. Ours is the chal- 
lenge to perfect it. There must be progress and not retro- 
gression. Legislation in this area must be evaluated on the basis 
of implementing, not restricting, collective bargaining. Will 
there be monopoly—by management or government—or will 
there be collective bargaining? 
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Congressional Record 


PROCEEDINGS AND DEBATES OF THE 837 CONGRESS, FIRST SESSION 


Don't “Pulverize” Labor 


Unions Serve the Public Interest 


EXTENSION OF REMARKS 


HON. F. D. ROOSEVELT, JR. 


OF NEW YORK 
IN THE HOUSE OF REPRESENTATIVES 


Thursday, February 19, 1953 


Mr. ROOSEVELT. Mr. Speaker, un- 
der leave to extend my remarks in the 
Recorp, I include the following copy of 
my testimony before the Committee on 
Education and Labor with reference to 
’ +H. R. 2545, introduced by our dis- 
tinguished colleague the gentleman from 
Texas (Mr. Lucas]. I feel so strongly 
about the attempt of the Lucas bill to 
destroy multiemployer bargaining and 
national trade unions that I think it im- 
portant, at the risk of burdening the 
Recorp, to call the attention of all of the 
Members to the inherent danger of Mr. 
Lucas’ suggestion even in advance of the 
preparation of the committee’s report 
and the transcript of the hearing: 

I greatly appreciate the opportunity to ex- 
press my views on the tremendously im- 
portant issue of labor relations about which 
this committee is deliberating. I intend to 
limit my observations alrmost exclusively to 
problems raised by H. R. 2545, introduced by 
Congressman Lucas. I am doing this for 
two important reasons. 

First, it seems to me that the proposed 
Lucas amendment raises issues that are basic 
to the continued existence of the free labor 
movement in the United States. It is my 
view that the terms “labor monopoly,” “fair 
competition,” and the question of the legiti- 
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mate area of bargaining between meanage- 
ment and labor must be most carefully 
weighed if precipitous action and tragic re- 
sults based largely on partisan passion are 
to be avoided. 

The original Hartley Act of 1947, subse- 
quent bills introduced by Congressmen 
GwInn and FIsHER, and now the proposed 
Lucas amendment, have all sought to modi- 
fy drastically the collective-bargaining rela- 
tionships which have emerged out of 150 
years of management-labor experience in the 
United States. I am not appearing here as 
a proponent of industry-wide bargaining, as 
such, any more than I favor local plai.t bar- 
gaining, company-wide bargaining, multi- 
employer bargaining in the local market area, 
or regional bargaining. I have no precon- 
ceived prejudices in favor of any particular 
form. All of these diverse types of bargain- 
ing, involving thousands of American em- 
ployers and millions of their employees, have 
emerged in response to the special needs and 
traditions of our modern industrial system. 
In the overwhelming majority of cases the 
public interest has in no way been harmed 
by this emerging pattern of industrial rela- 
tions; it is serving the Nation realistically 
and remarkably well. 

Before the Congress alters the delicate 
fabric of this institutional relationship be- 
tween American management and men I be- 
lieve we must ponder well, lest we destroy 
what it has taken years to build. 

WORST POSSIBLE APPROACH 

Because I believe that the proposed Lucas 
amendment approaches the issue of national 
emergency strikes in the worst of all pos- 
sible ways, that its enactment would deci- 
mate the American labor movement, and 
that it would throw thousands of stable and 
constructive collective bargaining relation- 
ships into chaos, I wish, even at the cost 
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of imposing upon the limited time of this 
committee, to discuss this proposed bill and 
its implications in substantial detail. 

The second reason why I feel compelled 
to appear before you is more personal in 
nature. A week ago Mr. Lucas stated, in 
answer to a question of Congressman KeEr- 
STEN, that the Hartley law was possibly lost 
in the Senate in 1947 because of the reac- 
tion of employers against its ban on indus- 
try-wide bargaining. To this may I add, 
that it is also my impression that the bill 
was bitterly opposed by all branches of the 
organized-labor movement. You are now 
considering an almost identical bill about 
which Mr. Lucas says, “We are going to have 
many employer groups come before our com- 
mittee opposing this bill.” But then he adds, 
even before these employers have had an 
opportunity to be heard and to present their 
views, “They are either intimidated or enjoy 
such monopolistic power now that they do 
not want it taken away from them.” 

I cou'd not possibly know all of the em- 
ployers who now engage in the various types 
of bargaining that Mr. Lucas’ bill would 
destroy. I understand, however, that in 1947 
the Hartley bill was vigorously opposed by 
many employers, many professional experts 
in the field of industrial relations, and by 
all of organized labor. But I do know scores 
of employers in the men’s and women’s cloth- 
ing industry and hundreds of their employees 
who happen to be my constituents. I feel 
that it is necessary to make abundantly clear 
that neither its management nor labor— 
the hundreds of firms and half-million 
workers who now engage in nationwide or 
regional collective bargaining throughout all 
parts of the Nation—are poor, intimidated 
weaklings or brazen extorting monopolists. 
It does not seem to me to contribute to the 
high purpose of these deliberations to engage 
in castigation of this sort. 

It is widely held that the type of bargain- 
ing which now governs the manufacture of 
the clothing worn by the members of this 
committee—and by 90 percent of the rest 
of the American people—is highly in the 
public interest. The industry-wide and re- 
gional bargaining in which the clothing in- 
dustry engages has not stifled competition; 
this industry is one of the most sharply com- 
petitive in the United States. It does strive, 
however, to eliminate the sweatshop and the 
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outmoded practice whereby one employer 
seeks to compete against the other by de- 
pressing the wages and working standards 
of helpless working men and women. Not 
since 1932, as Mr. Lucas indicates, but actu- 
ally for more than 35 years, this industry 
has been developing forms of collective-bar- 
gaining relationships between their national 
unions and competing employers which have 
been proclaimed as models of constructive 
management-labor statesmanship. And s0, 
also, have the employer-employee relation- 
ships which practical common sense and the 
rule of reason have evolved in many other 
industries which this proposed amendment 
would now destroy. 
FRAGMENTIZING UNIONS 

The Lucas bill aims to eliminate crivical 
national strikes and this purpose would be 
achieved by the simple device of fragmentiz- 
ing the power of our national unions, which 
Mr. Lucas denounces as labor monopolies. 
As I read this bill, not only would simul- 
taneous strikes (or lockouts) involving com- 
peting employers be outlawed—beyond the 
50-mile local market limit—but bargaining 
by a common collective kargaining repre- 
sentative which involves the employees of 
competing employers—beyond the 50-mile 
limit—would be outlawed as well. The pro- 
posed amendment thus would reimpose the 
company-union system of collective bargain- 
ing which largely dominated industrial re- 
lations, and was largely dominated by the 
employers in this Nation not so many years 
ago. 

Mr. Lucas claims that this bill would not 
outlaw industrywide or regional bargaining— 
only strikes of this nature would become 
illegal. But the language of his bill says 
the opposite. On page 3, line 3, it clearly 
states, “A representative that has been desig- 
nated or acts as the representative of em- 
ployees of any employer shall be ineligible 
to be certified as the representative of em- 
ployees of any competing employer.” 

With this language I ask how can any 
multiemployer bargaining beyond the 50- 
mile limit take place? Surely the purpose 
is again clear enough where on the same 
page the bill states that while local com- 
pany unioi.s may belong to a national union, 
this affiliation is only to be allowed (and 
I quote), “if the collective bargaining, con- 
certed activities, or terms of collective bar- 
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gaining or arrangements of such representa- 
tatives are not subject directly or indirectly 
to common control or approval” (p. 3, lines 
15 to 18). 

Surely the clear language of these two sec- 
tions means (1 that multiemployer bargain- 
ing is barred because it is illegal for a union 
spokesman to represent the employees of 
two or more competing employers and (2) 
national union advice or participation, even 
in local plant or company negotiations, is 
outlawed. 

But even if Mr. Lucas alters his proposed 
amendment so that national and regional 
bargaining could legally take place and na- 
tional unions could participate—the change 
would only be a pointless gesture. Collec- 
tive bargaining without the ultimate right 
to strike if agreement cannot be finally 
reached, is meaningless. 

Mr. Lucas vigorously denies that he aims 
to destroy the national labor unions, albeit 
he readily admits that the charge is made. 
In his statement of February 3 on the floor 
of the House he argued that trade associa- 
tions have not been destroyed because they 
cannot legally regulate their members’ prices. 
So, too, he would allow national unions to 
continue to function as long as they do not 
“directly or indirectly” influence the deci- 
sions of their affiliated local unions on wages 
or working conditions. Presumably, to pro- 
tect this Nation from national emergency 
strikes, Mr. Lucas feels it is mandatory that 
we pulverize the American trade-union 
movement into a hundred thousand plant 
and company fragments, each operating in 
enforced isolation (except within the 50-mile 
limit). Such drastic surgery, he says, is 
necessary in the public interest. 

After going this far, I do not understand 
why Mr. Lucas, in the interest of consistency, 
doesn’t go all out in supporting the intel- 
lectual theoreticians in whose spirit his bill 
is conceived—by simply demanding the ab- 
olition of all unions on the ground that 
they are all “monopolistic conspiracies” 
engaging in the restraint of trade. 

DISCREDITED THEORY 

This theory that unions by their very 
nature are illegal associations of working 
people who are conspiring to “artificially” 
fix the price of labor has an ancient origin 
in common law. The intellectual theo- 
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reticians in this camp argue that the price 
paid for labor, like the price paid for any- 
thing else, should be freely determined in 
the market place under the inviolable law 
of supply and demand. 

If industry conspires to interfere with 
unrestrained competition between buyers 
and sellers, they point out, it is subject to 
punishment under our antimonopoly laws. 
By the same token, when workers join 
unions, they likewise become part of a con- 
spiracy to fix wages above their free-market 
levels. Therefore, these theoreticians con- 
clude, all unions are a monopolistic restraint 
of trade and as such should be outlawed. 

It is interesting to note that when Con- 
gress passed the Sherman Antitrust Act in 
1890—the avowed purpose of which was to 
break up the growing industrial monopilies 
in the steel, oil, tobacco, sugar, packing, and 
other industries—certain judges, at the in- 
stigation of the business monopolists them- 
selves, turned the same law against the 
unions and sent their leaders to jail on the 
charge of “restraining of trade.” 

It took Congress 24 years to get around 
to clarifying the original purpose of its anti- 
monopoly legislation. In 1914 it passed the 
Clayton Act, which was intended to exclude 
unions from antitrust proceedings except 
when they conspire with management to 
restrain trade. 

Why did Congress finally take this action? 
Because it had become tragically clear that 
the same rules that were meant to establish 
the market value of a ton of steel cannot 
properly determine the fair value of the labor 
of a human being. The reasons are fairly 
obvious: ‘ 

1. If the businessman who sells steel or 
who wants to buy it is not satisfied with an 
offer he can generally wait for a better one 
without loss. But the worker is selling a 
part of himself, his own labor power. If he 
turns down a job because the price (that is, 
the wage) is unsatisfactory, what he loses 
while shopping around for a better oppor- 
tunity is lost forever. Besides, the worker 
cannot hold out long for better offers; his 
family must eat every day. 

2. The prevailing price of steel is generally 
widely known to buyers and sellers all over 
the country but the price of labor, the cur- 
rent wage rate, cannot easily be known to an 
individual searching for work. Without a 
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union to help him a worker generally, for 


lack of information, would be forced to sell - 


his labor for too low a price. 

3. While most commodities can be shipped 
to the market where they may bring the 
highest price, the worker cannot so easily 
move with his family from one city to an- 
othe: even if he had the means of knowing 
that his labor would bring a higher price in 
another place. 

4. In our industrial society there are gen- 
erally many workers trying to sell their labor 
and gradually fewer employers seeking to buy 
it. Without collective bargaining through 
strong unions, workers in most instances 
would have no choice but to accept whatever 
price is offered for their labor. 

HY! ROCRITICAL NONSENSE 

In the face of these tremendous advan- 
teges of the buyer of labor (the employer) 
over the seller (the worker), surely it is 
hypocritical nonsense to talk about the bene- 
fits of pure competition which would sup- 
posedly exist in a free-labor market in which 
there would be no unions. 

Now, Congressmen Lucas, 


Gwinn, and 


Fisher and Mr. Hartley would not, I assume, 


go all the way. They are practical men and 
they are conceding that local and company- 
wide bargaining and multiemployer bargain- 
ing within the 50-mile limit is not monopo- 
listic or socially undesirable. 

But having made this concession, they now 
find themselves in a difficult predicament. 
They now must prove why multiemployer 
bargaining 2 miles or 200 miles or 2,000 miles 
over the 50-mile limit suddenly becomes a 
dangerous restraint on trade. 

Part of their very real problem grows out 
of the fact that most of our modern cor- 
porations are engaged in selling their prod- 
ucts outside of the 50-mile limit—very often, 
in fact, in every State of the Union. 

Besides, more and more of these products 
not only sell everywhere throughout the Na- 
tion but sell for the same price everywhere. 
Didn't the last Congress, in passing the Mc- 
Guire Act, itself sanctify the so-called fair- 
trade laws of the States by which the retail 
price of thousands of standard-brand prod- 
ucts—often supposedly in competition with 
each other, from automobiles and refrigera- 
tors to Pepsi and Coca-Cola and cigarettes— 
are fixed by the producers themselves? There 
is not one iota of bargaining between buyers 
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and sellers in any local market place under 
this procedure. And as a result of it and 
of the growth of the United States into one 
vast national market, the prices which Amer- 
ican families pay for the things they must 
buy tend to become more and more uniform 
everywhere. Yet Mr. Lucas argues that the 
unions of the workers who produce these 
products are dangerous monopolies if they 
are not bargaining separately with each com- 
pany or in each locality (outside of the 
50-mile limit) for the wages which the work- 
ers shall be paid. 

Even industrial buyers of semifinished 
manufactured products do not enjoy local 
price bargaining with United States Steel or 
Bethlehem and many other corporations. 
The price of steel, cement, and many other 
materials is not subject to haggling in local 
markets. 

And this is not all. What of the various 
devices by which the producers in several 
highly concentrated industries have prac- 
tically eliminated competition with each 
other despite the antimonopoly laws? 

CONTRADICTIONS POINTED OUT 


Professor Lester, of Princeton University, 
in his recent Reflections on the Labor Mo- 
nopoly Issue, points to the contradictions in 
the argument against national and regional 
bargaining by unions: “Actually,” he points 
out (and I quote), “it is extremely difficult 
to argue that the price of labor should vary 
from locality to locality when the workers’ 
tools or equipment, the materials he works 
with, and the products he makes, all carry 
uniform prices regionally or nationally, and 
when many of the goods he purchases 
(clothes, foods, household equipment, build- 
ing supplies, etc.) likewise are sold at uni- 
form prices geographically.” 

Perhaps some businessmen would be happy 
indeed to see the uniform price they fix 
for their own products held at very high 
levels while, under the Lucas amendment, 
national, regional, and pattern bargaining 
would be outlawed, the national unions 
would be shattered, and they could then 
dictate low wages to weak local and company 
unions. 

In an increasing number of industries, 
however, the employers seek no such advan- 
tage over their employees. The desire of 
many enlightened businessmen as well as 
unions for multi-employer national or re- 
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gional collective bargaining is clearly under- 
stood. 

In the absence of stabilized wage rates 
those employers who maintain high wage 
standards face a perpetual danger of losing 
business to low-wage competitors. Under 
this circumstance both the socially minded 
employer who wishes to pay a decent wage 
and the union that wishes to secure it, face 
the danger of ultimately perishing. While 
both in regional and national multiemployer 
bargaining many of the contract issues are 
generally left to local plant or company de- 
termination, based upon the traditions and 
practices of each enterprise, there is an in- 
evitable pressure toward the equalization of 
basic wage rates over the entire competitive 
market area— a pressure which neither labor 
nor management can ignore. Only by re- 
moving unfair competition based on sweat- 
shop wages and working conditions can 
decent employers and the union survive and 
prosper. 

It is for this reason that nationwide and 
Tegional multi-employer bargaining has 
emerged in this country in a score of im- 
portant industries—not just since 1932, as 
Mr. Lucas asserts (perhaps because he wishes 
to identify all evil as beginning with the 
enactment of the Norris-LaGuardia Act)— 
but stretching back as far as 50 years. 

Industry-wide bargaining involving a ma- 
jority of the producers throughout the Na- 
tion, exists in the pottery, railroad, coal 
mining, pressed glass and glassware, wall 
paper and a few other industries. Regional 
multi-employer bargaining—which is con- 
ducted beyond the 50-mile limit—is practiced 
chiefly in the clothing, hosiery, maritime, 
pulp and paper, textile and some other in- 
dustries. Today it is probable that as many 
as 5 million workers are covered by multi- 
employer agreements on a national, regional, 
or local market level. 

IN THE PUBLIC INTEREST 

The findings of Professors Lester and Roby 
of Princeton University in their recent study 
of “Wages Under National and Regional Col- 
lective Bargaining” support the conclusion 
that this type of bargaining has been highly 
in the public interest. Examining seven 
industries in which national or regional bar- 
gaining has been continued for more than 
10 years (glassware, pottery, stove, hosiery, 
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silk and rayon dyeing and finishing, flat 
glass, and the pulp and paper industries), 
they find that— 

“Under national or regional bargaining, 
wage decisions are likely to be more sensible 
and farsighted than in the case where the 
wage pattern is established by a wage leader 
or by local bargaining with a union playing 
one firm against the other—local interests 
and the interests of smaller firms have gen- 
erally been well represented in wage nego- 
tiations under national and regional bar- 
gaining in the seven industries—experience 
indicates that the union’s wage demands 
may be more modest when they apply uni- 
formly and simultaneously to all plants in 
the multi-employer unit.” 

The study of Professors Lester and Roby 
concludes that “monopolistic or collusive 
practices with regard to wages or economic 
change have not characterized any of the 
seven industries. Indeed elimination of 
wage cutting has tended to stress efficiency 
of management as the most important fac- 
tor in competition.” 

Surely in 1953 enlightened American busi- 
ness executives are no longer arguing that 
the existence of our free enterprise system 
requires that employers be allowed to pay 
substandard wages and tax the human en- 
durance of their workers beyond reason in 
order to compete. 

As a consequence of multi-employer and 
“pattern” bargaining, the real qualities of 
effective management leadership are put to 
a test—the ability to compete on the basis 
of better production methods, a better prod- 
uct, and superior salesmanship. How much 
better this is than requiring American work- 
ers to suffer the tragedy of substandard 
wages as a subsidy to help their employers 
to compete. 

It is important to remember that even 
uniform wage rates, where they may apply 
between competitors, are not the same 
thing es uniform labor costs. Under multi- 
employer and pattern bargaining, although 
wage rates may tend toward a uniform pat- 
tern, there still remain unlimited oppor- 
tunities to compete for lower labor costs by 
increasing labor productivity through the 
development of better supervision, improved 
production planning, and the more efficient 
use of machines, 
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AREA FOR COMPETITIVE GENIUS 

Here is the area in which American man- 
agement should further develop its com- 
petitive genius—as well as in planning bet- 
ter products and in finding more efficient 
ways of distributing and selling them. 

Has competition been destroyed within 
the clothing, stone, clay and glass products, 
textile, mining and other industries which 
engage in multiemployer bargaining? Of 
course not. 

Are the workers in these industries ex- 
torting monopolistically high wages from 
helpless employers? Certainly not. 

As of November 1952 a city worker’s family 
of four would have required a yearly income 
of $4,291—or at the rate of $85.52 per week— 
to maintain the family at the standard con- 
sidered adequate by the Bureau of Labor 
Statistics. But the annual average rate of 
earnings of anthracite miners, based upon 
the first 11 months of 1952, was only about 
$3,550 while bituminous miners earned only 
about $4,050. Average earnings of stone, clay, 
and glass products workers was about $3,400 
in 1952; textile workers $2,750; and clothing 
workers $2,500. 

Public policy as well as private agreements 
between unions and management increas- 
ingly recognizes that legitimate competition 
is not destroyed by a tendency toward uni- 
form wages and working conditions among 
competitors. 

Payment for the loss of an eye or a life 
under our State workmen’s compensation 
laws are similar beyond the 50-mile limit 
even in the case of competing employers. 
Unemployment compensation benefits are 
not computed differently for competing en- 
terprises. 

Under our Federal social-security law, 
payments are uniformly standard for all seg- 
ments of an industry and of the Nation; Fed- 
eral minimum wages are the same for all 
enterprises engaging in interstate commerce 
whether they are competitors or not; and 
under the Walsh-Healey Act it is established 
Federal policy that public contracts shall be 
awarded only when prevailing wage stand- 
ards are met—in the interest of fair com- 
petition. Furthermore—under our Federal 
civil-service procedures Uncle Sam him- 
self has maintained uniform wage scales 
for comparable work for many years. 
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Even in the field of competition for inter- 
national trade is it not the American em- 
ployers who argue most loudly that tariffs 
should be high enough to protect American 
workers from the unfair competition of lower 
foreign wages? Surely the objective of uni- 
form and decent wage and working stand- 
ards as among competitors has become part 
of our national policy. 

“PATTERN” BARGAINING 

Let us consider briefly the subject of “pat- 
tern” bargaining under which a leader in 
the industry negotiates with the union and 
a@ wage pattern is established which others 
then generally follow. 

It is noteworthy that pattern bargaining 
exists primarily in the most powerful and 
highly concentrated areas of our economy— 
like steel, automobile, meat packing, rubber 
and oil where one or a handful of corpora- 
tions dominate the entire industry. It is 
significant that the giants of these industries 
appear conspicuously among the 113 com- 
panies each of which had assets of over 
$100 million in 1947 and accounted for 46 
percent of the productive facilities owned 
by all manufacturing in that year, according 
to the Federal Trade Commission. 

By dint of the vast power these corpora- 
tions exercise, the decisions of a few hundred 
business executives have a vital impact upon 
the lives not only of their own workers but 
upon the welfare of all of the American 
people. 

Objective studies have shown that despite 
the Sherman Antitrust Act there has been 
a@ surprisingly consistent pattern of con- 
certed price movements in these industries. 
And similarly, long before there was effective 
unionization or any Government wage regu- 
lation within these industries, there also had 
been a striking uniformity of wage actions as 
well. 

In the steel industry, about which much 
has !-een heard in the discussion of the Lucas 
amendment, a careful examination has been 
made of wage movements from 1913 to 1932 
by Mr. George Seltzer. In a carefully docu- 
mented study conducted at the University 
of Chicago and financed by a grant from 
the Rockefeller Foundation entitled “Pat- 
tern Bargaining and the United Steelworkers” 
he has this to say about the facts during 
those preunion years: 
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“They show general agreement in the tim- 
ing and amount of wage changes throughout 
the industry. * * * The United States Steel 
Corp. took the lead in 11 of the 14 general 
wage changes during this period; no other 
basic-steel firm assumed the leadership role 
more than once.” 

After showing case after case in which the 
steel industry marched in goose step precision 
following the wage as well as the price lead- 
ership of United States Steel, Mr. Seltzer 
concludes: ‘ 

“It seems clear that the USA-CIO did not 
initiate uniformity of wage behavior in the 
basic-steel industry. This uniformity is 
rooted in the product and labor market 
structure of the industry. 

“The synchronization of the wage behavior 
of basic-steel firms is in part a reflection of 
the larger business strategy prevailing in the 
industry.” 

Long before there were unions in these 
several highly concentrated industries a 
handful of powerful corporations enjoyed 
unchallenged moncpoly power to fix the 
wages of millions of employees, and they 
generally acted not independently, but in 
unison to create a common wage pattern. 
Big Business did not then complain of labor 
monopolies; it was profiting too much from 
its own. 

Today strong national unions are essen- 
tial in these industries—steel, auto, rubber, 
oil, packinghouse, and the rest—because 
without them this power of the industrial 
giants, acting so often in unison, would be 
wholly without check. Modern industrial 
unionism has not created a labor monopoly 
power; it has only succeeded, in part, in 
reducing the absolute monopoly which the 
employers had enjoyed in these industries 
for so many years. 

But even today it is not the union, but 
the employers themselves in these indus- 
tries, who insist upon pattern bargaining. 
The record shows that year after year, while 
each basic steel company pretends to nego- 
tiate with the union, it is but an empty 
ritual. Actually each insists it will pay as 
much as United States Steel, and not 1 
penny more. Even when contracts are oc- 
casionally negotiated before the steel leader 
makes his bargain, there is always the en- 
forced stipulation that wage settlements are 
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conditional on the determination of the 
final pattern. 

In those industries in which genuine 
multiemployer national and regional bar- 
gaining exists the result has raised the true 
level of competition in accord with the best 
tradition of free enterprise and eliminated 
unfair competition based on sweatshops. 

NOTHING NEW 

Among the giant corporations in the in- 
dustries where pattern bargaining so largely 
exists the resulting wage uniformity is 
neither new—it existed long before unions— 
nor does its existence destroy real price com- 
petition if these mammoth enterprises 
would desire to more generally engage in it. 
As for the form of bargaining—the pattern 
device—it is the creature of industry policy, 
not the result of union invention. 

The evil in this situation is the domina- 
tion of the industry by a single large cor- 
poration, or by a handful of large corpora- 
tions. This situation, I am afraid, is going 
to continue to exist. The Sherman Act has 
not checked it; if anything, the number 
of pattern industries, where a single giant 
or a few very large corporations dominate, 
has gradually increased since 1890. This 
bill, I am confident, is not going to reduce 
the size or the power of these great corpo- 
rations, and, in all fairness, it does not pur- 
port to. And as long as these corporations 
enjoy their present dominance, the smaller 
corporations in the industry are going to 
follow the leader, both on wages and prices. 
It is, I say, this concentration of complete 
power which is undesirable; not the efforts 
of the workers to equate in slight degree 
their bargaining power with that of their 
giant employers. It is only because the 
workers in these industries bargain through 
national unions that they are not wholly 
at the mercy of powerful employers. 

Let me put it even more simply: The thing 
that is the matter in industries where pat- 
tern bargaining prevails is that a single cor- 
poration, or a few corporations, have too 
much power. That situation would not be 
improved by weakening and breaking up the 
unions in these industries; it would only 
make the situation intolerable for the 
workers. 

What then is the real issue here? It can- 
not be that these forms of collective bar- 
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gaining in which unions engage—whether 
voluntarily through broad multi-employer 
bargaining or through pattern bargaining on 
the insistence of some employers—are actu- 
ally a menace to the national welfare. 

The combination of workers into national 
unions leads to results far different for the 
welfare of America than the combination 
of businesses into monopolies. Corporate 
monopolies are antisocial conspiracies cre- 
ated only to restrict competition and in- 
crease profits to enrich the few at the ex- 
pense of the many. 

UNIONS SERVE MANY 

Unions have grown to serve the many. As 
a@ result of collective bargaining—local, re- 
gional, or national—the living standards and 
opportunities of millions of workers, non- 
union as well as union, have been raised. In 
fact all segments of the population, includ- 


ing the employers themselves, have shared in - 


these benefits, since high wages supply the 
purchasing power on which our Nation’s 
prosperity depends. 

Unionism is the champion of the millions 
who can win a decent future only by pooling 
the meager economic power of each into a 
common cause for the common good. Rec- 
ognition of this fact was implicit in the ac- 
tion of the Congress when, 39 years ago, it 
enacted the Clayton Act and declared that 
the conditions surrounding the sale of the 
labor of a human being are not to be con- 
sidered the same as those affecting the sale 
of a ton of steel. People are not commodi- 
ties either under moral or man-made law. 

Do the resources of American unions sug- 
gest a financial base for the operation of 
monopolistic labor power against which in- 
dustry stands helpless? 

Compare the $11 million total assets of 
the United Steelworkers of America, held in 
behalf of over a million union members, with 
the $1,541 million assets of the Bethlehem 
Steel Corp. and $3,140 million assets of the 
United States Steel Corp. s 

Contrast the $14 million total assets of the 
United Automobile Workers of America with 
the $3,671 million assets of the General Mo- 
tors Corp. 

Does the $175 billion in total current assets 
owned vy American corporations—including 
$30 billion in cash and $20 billion in United 
States Government bonds alone—give the 
impression that it is the workers who have 
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been extracting an extortionate share of the 
national income? 

The wealth of our corporations is not the 
only basis by which the power of big business 
is maintained. Recently Prof. E. E. Witte, of 
the University of Wisconsin, correctly stated: 
“The great corporations also have far more 
extensive propaganda facilities and generally 
get much more favorable publicity through 
regular news channels. Corporation man- 
agers and executives are the best paid of all 
people in our present-day society. They are 
socially acceptable everywhere and command 
much attention whenever they express their 
views on any subject. In contrast, our labor 
leaders are outcasts in social circles and are 
suspect by a large part of the general public.” 

What then is the nub of the argument that 
the proponents of this bill seek to bring 
to a head? 

In its simplest terms they want to break 
up nationwide, regional, and pattern bar- 
gaining and the national unions that engage 
in them. 

It is argued that this would end national 
emergency strikes, and this is partially true. 

But at the same time the only means by 


which working people can come near equality 
in bargaining power with American industry 
would be destroyed. 


NO HARMFUL EFFECTS 

Mr. Lucas would have us believe that the 
multi-employer and pattern bargaining in 
which many unions voluntarily or neces- 
sarily engage is inevitably harmful in its 
effect, but it is not. 

Mr. Lucas would have us believe that the 
unions are all-powerful in their relationship 
with the employers, but they are not. 

But still we have intolerable nationwide 
strikes, Mr. Lucas may report. Does this not 
prove that the national unions and the 
multi-employer and pattern bargaining in 
which they engage are the cause? 

Now, it is true that unions go on strike 
and thus bring on stoppages. But this is 
true only because the unions in the final 
analysis do not control the wage bargain. 
Always the employers have the final power of 
decision as to wages and working conditions. 
The unions can only accept or reject their 
decisions. 

It is this fact that makes Mr. Lucas’ pen- 
alties against multi-employer lockouts (be- 
yond the 50-mile limit) a sham. Employers 
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today seldom need to engage in a lockout, 
all they need do is say “No” to the union’s 
demands. In this way, regardless of the true 
merits of the case, it is always the union 
and never the employer that is charged with 
endangering the public welfare. 

But is it not equally true that it can be the 
employers who really cause the strike and 
endanger the public? Let us suppose, for in- 
stance, that the employers in an industry, 
whether openly in combination or not, deny 
just improvements and demand the status 
quo. Suppose that this position is clearly 
unjustified, the union rejects it and has no 
choice but to go on strike. It is still the 
union which technically causes the stoppage. 
The employers are willing to operate on their 
own terms. But would it be the union which 
really endangered the public or would it be 
the employers? The surface situation is that 
it is the union which creates the danger to 
the public. Every newspaper in the land 
would headline the fact that the steelwork- 
ers, the miners, or the oilworkers are en- 
dangering the Nation with a strike. And you 
therefore have testimony of the sort that has 
been offered to this committee arguing that 
the soluion is to break up the national un- 
ions so that they cannot seriously contest the 
employers’ power and thus cannot threaten 
the public welfare. 

But this solution is completely and totally 
one-sided. The fact that it is the union 
which calls the strike does not mean that it 
is the union which is at fault or which, in 
reality, creates the danger to the public. It 
may just as well be, and frequently is, the 
employers. The solution, therefore, is not 
to solve the conflict between labor and the 
employers by destroying labor. Nor is it to 
destroy capital. The solution must involve 
some method of examining the facts of the 
particular dispute and making recommenda- 
tions for settlement so that, in cases where 
the public is endangered by a proionged 
shutdown in production, the country can 
know whether in truth and in substance, it 
is the union or the employer which, by its 
intransigence, is endangering the national 
health and safety. Public opinion can then 
operate in an informed atmosphere. 

Already we have the arbitrary 80-day in- 
junction provision of the Taft-Hartley Act 
which gives a clear advantage to the em- 
ployer because it would simply freeze the 
often intolerable status quo. 
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Now Mr. Lucas would go further. He 
would destroy the national unions and the 
right to engage in multi-employer and pat- 
tern bargaining in an effort to assure indus- 
trial peace. But the form of bargaining is 
not the cause of national emergency strikes. 
In many industries which engage in national 
and regional bargaining—like men’s cloth- 
ing, for example—there have not been strikes 
for decades. On the other hand, in local or 
company bargaining, or in cases where multi- 
employer bargaining would be sanctioned by 
Mr. Lucas—within the 50-mile limit-—there 
have been most serious strikes affecting the 
public welfare. The tugboatmen strike in 
New Yo:k, a strike of a public utility, or ina 
single plant making an important item for 
national defense—are cases in point. 

THE WRONG ANSWER 

The destruction of the national unions and 
of the collective-bargaining forms in which 
American labor and management have s0 
long traditionally engaged is the wrong an- 
swer to our problem. Certainly the Congress 
can destroy the power of unions in order to 
make the problem of strikes disappear; per- 
haps this would be welcome to certain groups 
within management, but its effect would be 
tragic for the Nation’s workers and for the 
American people. 

We can force compulsory arbitration of 
national emergency disputes, but both labor 
and management would bitterly oppose this 
step—and rightly, since compulsion never 
long insures industrial peace. 

Our most constructive role, it seems to me, 
is to encourage a meeting of the minds be- 
tween collective bargaining participants be- 
cause this, in the long run, must be achieved. 
A strike by its very nature generally helps to 
speed up this process. Often, even a nation- 
wide strike may hardly affect the national 
interest in its early stages. But each day 
that it continues the losses to both the em- 
ployers and the workers become larger and 
each side becomes more amenable to the 
spirit of compromise out of which agreement 
finally comes. Certainly we must sharpen 
the useful tools of mediation so that a meet- 
ing of the minds may be encouraged before a 
strike has begun or can be speedily accom- 
plished after one is in progress. Factfinding, 
too, has its part to play so that the pressure 
of enlightened public opinion can be brought 
to bear on the contesting parties. Finally, as 
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a last resort, the Congress itself could act in 
any specific situation, letting the facts in 
each case govern its course of action. 

As long. as we remain free, the right to 
strike and the probability of strikes must al- 
ways exist. It is our duty to find the means 
of avoiding them, if possible, and of quickly 
ending them when they critically impair the 
national effort. But this must be done with 
equity both to the rights of labor and of 
capital. 

In conclusion, I wish to make a few brief 
comments both with regard to the question 
of local union democracy and of the welfare 
of small business, since Mr. Lucas raises these 
two issues as subsidiary arguments in sup- 
port of his proposed amendment. 

Because national strikes occur and the 
national interest is sometimes affected, it is 
fashionable to hurl the charge of “labor 
boss” or “labor dictator” at our national 
union leaders. But it would be interesting 
indeed to compare the procedures by which 
our coporations are run with the rules that 
govern our unions to determine which are 
more or less democratic, 

The local union affiliates of our modern 
American unions are not always as tragically 


without voice as many anti-union spokes- 


men would have us believe. If you have 
attended the conventions of our national 
unions—to which almost all of the delegates 
have been elected by their fellow workers at 
the local union level—you would generally 
see manifestations of democracy in its full- 
est form. Between conventions, wage policy 
committees and executive boards elected by 
and reflecting the views of the local union 
membership, meet and deliberate with the 
national officers. In many of our national 
unions a membership vote is customary be- 
fore a strike is considered. In many, elec- 
tions are conducted under the supervision of 
the Honest Ballot Association. In a majority, 
educational programs are conducted to en- 
courage a greater understanding of the poli- 
cies of the union and to increase democratic 
participation in its affairs. 

Are some Members of the Congress for- 
ever going to delude themselves with a be- 
lef that the local union member is always 
the pawn of the so-called national labor boss, 
forced helplessly to join the union and then 
dragged in chains on to the picket lines? 
The Smith-Connally Act of World War I 
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should have shattered our illusions, Con- 
ceived as a means of forestalling strikes by 
the device of forcing a local union refer- 
endum before a strike could occur, the act 
sometimes boomeranged badly. The act en- 
couraged irresponsible leadership at the local 
level at the very time that the so-called 
national union labor bosses were patriotically 
exercising an effort to keep their members at 
work and war production in progress, re- 
gardless of the provocation that the local 
membership felt they suffered. 

Under the Taft-Hartley Act, the majority 
of Congress assumed that since workers did 
not want the union shop, it would be wise 
to force each local to vote on the issue and 
thereby prove that it was only desired by 
the so-called union dictators. But experi- 
ence has shown, much to the embarrass- 
ment of the authors of the law, that exactly 
the opposite was true and the vote require- 
ment has now been dropped from the law. 
Similarly, under the Taft-Hartley Act, the 
provision that workers should be required 
to vote on the last offer of the employer 
was calculated to prove that the national 
unjon leaders were extremists and that the 
local union members wanted much less than 
the demands for which they were on strike. 
But again, the illusions of Congress should 
have been dispelled by the evidence of the 
record. 

UNION INVALUABLE AID 

Rather than serving as an instrument of 
despotic repression over the lives of the local 
members, the national ‘union can provide 
invaluable aid both to the local members . 
and to their employer. Under the Lucas 
amendment, which would sever the local 
from its national with regard to any issue 
involving collective bargaining, the local 
member would be at a helpless disadvantage. 
National union experts, informed about the 
industry, prevailing wage rates, and other 
working conditions could not aid him. 
Trained union negotiators and legal coun- 
selors could not sit at the bargaining table, 
although the employer would be free to hire 
his own. National strike benefits could not . 
be provided. Company unionism would 
again be enthroned. 

But the losses to the employer would also 
be very real. His own employees might en- 
joy exaggerated views about the company’s 
ability to pay increased benefits which na- 
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tional union economists could easily dispel 
if they were allowed. The urge of his em- 
ployees to strike, even if based upon un- 
reasonable assumptions, would remain un- 
challenged, since the national union would 
be powerless to withhold strike sanction. 
Nor could national officials intercede to see 
that the local fulfilled the terms of an exist- 
ing contract. And each employer, outside 
the 50-mile limit, would be required to meet 
the costly and often frustrating necessity of 
negotiating his own separate agreement not 
only over wages but also over pensions and 
other fringes, whereas today thousands of 
employers enjoy the economy and efficiency 
of engaging in joint negotiations. 

Also, under Mr. Lucas’ amendment, a whole 
army of National Labor Relations Board de- 
tectives would be required to be present at 
every trade association meeting and at every 
country club where business executives play 
golf in order to enforce the provision of the 
law that competing employers must not en- 
gage in any concerted activity, directly or 
indirectly affecting the formulation of labor 
policies. Similarly the presence of Federal 
law-enforcement agents would be required 
at every labor convention where the repre- 
sentatives of the employees of competing em- 
ployers gather and in every beer hall where 
they might meet and tarry after work and 
discuss the wages they receive. 

All management-labor agreements pre- 
sumably would be consigned to the custody 
of the FBI lest either competing employers 
or the representatives of employees of com- 
peting employers might see them and there- 
by be tempted to engage in an illegal “con- 
certed activity,” directly or indirectly. 

SMALL EMPLOYEES 

Finally, I wish to say a few words about the 
small employers in whose behalf Mr. Lucas 
also urges his amendment. 

The virtue of multi-employer bargaining, 
whether national, regional, or local, grows 
out of the fact that the wages and working 
conditions which are agreed upon reflect the 
economic problems of all competing em- 
ployers. Recall the study of Professors Lester 
and Roby who found that under this form 
of bargaining (and I quote again) “experi- 
ence indicates that the unions’ wage de- 
mands may be more modest when they apply 
uniformly and simultaneously to all plants 
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in the multi-employer unit.” Within the 
trade associations which usually negotiate 
this type of contract the small competitors 
as well as the large have voice and votes 
with which to influence the final bargain. 

In the case of “pattern” bargaining, the 
record shows substantial adjustment on the 
part of the national unions to the special 
problems of employers. 

On this question Mr. Seltzer, in his study, 
Pattern Bargaining and the United Steel- 
workers has this to say: 

“It is significant that even in periods of 
full employment the union has not used the 
key bargain as an inflexible standard. * * * 
It has continuously shown concern for the 
survival of small or obsolete units. This 
makes it seem likely that in periods of less 
than full employment, the USA-CIO will be 
job conscious rather than pattern conscious.” 

The study concludes with these words: 

“Although pattern bargaining has been 
attacked as a form of ‘labor monopoly’ and 
as a cause of serious economic dislocation, 
the record in the case of the best-known 
practitioner of pattern bargaining, the 
United Steelworkers of America, does not 
seem to support the charges. The antici- 
pated effects on marginal firms have been 
avoided by the willingness of the union to 
modify and adapt its policies to fit special 
circumstances. The supposedly unbridled 
power of the union has been checked by 
forces which the union’s critics underrate. 
* * * It is the USA-CIO’s concern for pre- 
serving the jobs of its members which, more 
than any other factor, explains why the fears 
created by pattern bargaining are unjusti- 
fied.” 

Rather than playing the role of a “devas- 
tating monopolistic monster” which devours 
small businesses—a portrayal which a few 
well-publicized but generally undocumented 
“horror stories” seeks to establish—it is my 
belief that the American trade-union move- 
ment has established an enviable record for 
its practical support of small business. 

Instead of encouraging a labor subsidy in 
the form of sweatshop wages and working 
conditions the national unions have rallied 
to the aid of small and weaker enterprises 
by urging easier access to credit for them. 
They have supported a fairer assignment of 
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public contracts to small businesses. They 
have urged the creation of research facili- 
ties for smal) enterprises comparable to the 
experiment and research services now made 
available to farmers under our Federal-State 
programs. I have even heard of unions that 
have made direct loans to small businesses 
and of others who have loaned production 
engineers from their own staffs to help in- 
crease the efficiency of small and new en- 
terprises, 
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In proceeding with your important and 
difficult deliberations I know that you will 
look toward constructive solutions to the 
problems of management-labor relations. It 
is my hope that the work of this committee 
will be viewed in the years ahead as a patient 
and monumental effort to find the means to 
extend, rather than to retard, the move- 
ment toward a more free and more respon- 
sible relationship between American man- 
agement and men. 


GU. S. GOVERNMENT PRINTING OFFICE: 1958 
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LABOR and 
ANTITRUST 


by ARTHUR J. GOLDBERG 
General Counsel, Industrial Union Department, AFL-CIO 
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Labor and Antitrust 


By ArTHUR J. GoLDBERG 
General Counsel, Industrial Union Department, AFL-CIO 


The ultimate objective of those 
who cry out against “labor mo- 
nopoly” is to put our unions under 
the federal antitrust laws. 

Should this objective ever be 
accomplished, organized labor 
will be weakened to a point of 
almost complete ineffectiveness. 
National and international unions 
will be prohibited from bargain- 
ing for their members at the plant 
level and all traces of company- 
wide negotiating will be climi- 
nated. All this will be done 
under the guise of monopoly 
busting. 

Employees working for any of 
the multi-plant employers who 
dominate the American economy 
will be restrained from using their 
collective strength in bettering 
their wages and working condi- 
tions. Instead, workers will be 
forced to bargain directly with 
the plant where they are em- 
ployed as if that plant was a 
separate entity, completely devoid 
of the employer’s other interests. 

For the great majority of or- 
ganized workers, the enactment 
of such legislation will mean a 
return to the 19th Century when 
employers with vast holdings held 
tremendous economic power. 


Propaganda Campaign 


Those who would return to the 
so-called “good old days” have 


ye 


resurrected the charge of “labor 
monopoly” as a front for their 
real goal. If they can convince 
the American public that labor is 
a monopoly, then “protecting the 
public interest” will necessitate 
placing this “monopoly” under re- 
strictions of antitrust legislation. 

Like the phrase “right to work,” 
“labor monopoly” is now being 
drummed into the public mind as 
the first part of this anti-union 
campaign. Both phrases are 
equally misleading. 

As “right to work” has noth- 
ing to do with a worker’s right 
to a job, “labor monopoly” has 
no connection with our nation’s 
concept of monopolistic practices. 

The American public considers 
“monopoly” a bad word. We say 
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that monopolies are bad—wheth- 
er created by business organiza- 
tions or by business organiza- 
tions in conspiracy with labor or- 
ganizations. Too often, however, 
we do not stop to analyze the 
reasons behind our condemnation 
of monopolies. 

Essentially, our argument with 
monopoly stems from the fact that 
competition is economically desir- 
able and should be the major 
regulating force in a free-enter- 
prise economy. = 

We oppose monopolies because 
we regard it as undesirable for 
a manufacturer to have complete 
control over a product, enabling 
him to raise prices above 
those prevailing in a truly com- 
petitive system. We say that such 
control enables the manufacturer 
to gain excessive profits at the ex- 
pense of the public. 


No Competition 


There are, however, areas 
where we recognize the fact that 
competition among suppliers is 
undesirable. For example, we do 
not object to one supplier of elec- 
tric power, a single telephone 
service or a one-ownership urban 
transportation system. Similarly, 
our patent laws give inventors 
protection against their competi- 
tors for a limited period of time. 

In such areas, we do not ordi- 
narily apply the epithet “monop- 
oly,” although in a_ technical 
sense monopoly does exist. We do 
not use the term because in these 


areas, the lack of competition is 
considered socially desirable. 

The same type of thinking must 
also apply to the charge of “labor 
monopoly.” If a labor union is 
to be considered an undesirable 
monopoly, it must be undesirable 
because it suppresses or destroys 
competition socially beneficial to 
our economy. 

What type of competition does 
a labor union destroy? Competi- 
tion among whom? These are 
questions that must be answered 
if the charge of “labor monopoly” 
is to be considered seriously. 

Technically speaking, of course, 
any labor union is a monopoly in 
the limited sense that it eliminates 
competition between employees 
for the available jobs in a par- 
ticular plant or industry. By con- 
certed economic action, these 
workers attempt to increase the 
wage at which the employer will 
be able to purchase their labor. 

If the monopoly concept is to 
be applied co unions—under this 
false notion—all labor organiza- 
tions should be forbidden and re- 
placed by periodic auctions at 
which jobs can be parceled out to 
those qualified persons willing to 
supply their labor at the lowest 
wage. 

Unions must be eliminated, un- 
der this theory, because the very 
purpose of labor organizations is 
to limit the power of an employer 
to drive down wage rates and en- 
force substandard working condi- 
tions. 


If this is not the type of com- 
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petition envisioned by those who 
speak the loudest of “labor mo- 
nopolies,” there would seem to be 
only two other types of competi- 
tion they seek to encourage. These 
are: competition between unions 
to see which will supply labor at 
the lowest rate; and competition 
between employers in the sale of 
their products, based strictly on a 
difference.in labor costs. 


Neither of these alternatives 
will stand the test of careful scru- 
tiny. No one really proposes to 
establish an economic system un- 
der which unions would compete 
with each other to supply labor 
at the lowest possible cost. 


Reward the Efficient 


No responsible social critic be- 
lieves that competition among 
manufacturers should be carried 
on, not on the basis of relative 
efficiency or ability to produce, 
but on the manufacturer’s 


ability to obtain the lowest 
possible labor rates. The so- 
cial advantage of competition is 
that it rewards the most efficient 
producer and thus guarantees the 
optimum use of our economic re- 
sources. There is no social ad- 
vantage to be gained by allowing 
manufacturers to compete on the 
basis of sweatshop wages. 

Even harder to rationalize than 
the question of competition is the 
placing of human labor in the 
same category as any other com- 
modity. 

There are obvious social rea- 
sons for distinguishing between 
the purchase and sale of com- 
modities and the employment of 
workers. The owner of a com- 
modity is not selling an object 
that is part of himself. He is 
selling property. 

If the owner of a commodity 
is not satisfied with the price he 
is offered, he can generally with- 
hold its sale until a better price is 
offered. But the worker is not 
selling a commodity. He is sell- 
ing a part of himself—his own 
skill, strength and energy. The 
value of his labor, if withheld 
from the market, is lost and can- 
not be recovered. 

From a practical standpoint, 
the individual worker cannot 
withdraw his labor from the mar- 
ket for any length of time. With- 
out a union, he is completely at 
the mercy of the buyer—his em- 
ployer. Since the worker must. 
support his family and eat each 
day, he has no alternative but to 
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accept whatever is offered unless 
he has the protection afforded by 
collective bargaining. 

Even if the laborer had a with- 
holding power equal to that of his 
employer he would generally, in 
the absence of labor organizations, 
have little knowledge of the mar- 
ket value of his labor. 

Prior to the advent of unionism, 
there never was such a thing as 
a market value of labor. This was 
partially attributable to the work- 
er’s lack of knowledge of the best 
available opportunities and also 
because workers Cannot ship 
themselves to whatever place 
offers them the highest wage in 
the way the manufacturers can 
transport commodities. 


Employer Monopoly 


In the days before unions, be- 
cause workers had no bargaining 
power there was no real compe- 
tition. There was, rather, a gen- 
uine monopoly on the part of em- 
ployers who could dictate the 
price at which labor was paid 
and who were not restricted by 
market conditions. 

Until 1840, labor was consid- 
ered a commodity comparable 
_with any other product. As such, 
the courts held that an organiza- 
tion of workers to increase the 
price of their labor was per se a 
restraint of trade and illegal. 

Beginning with the landmark 
decision of Chief Justice Shaw in 
the famous Massachusetts case of 
Commonwealth vs. Hunt (1842), 
however, the courts came to real- 


ize that the public policy against 
restraints of trade in commodities 
did not justify a ruling that the 
voluntary organization of work- 
ingmen was a restraint of trade 
and a monopoly. 

This judicial recognition that 
the antitrust concepts do not ap- 
ply in the labor market has been 
reinforced by repeated legisla- 
tive action. 

Section Six of the Clayton Act 
—passed in 1914—declares that 
“the labor of a human being is 
not a commodity or article of 
commerce” and that labor unions 
shall not “be held or construed 
to be illegal combinations or con- 
spiracies in restraint of trade un- 
der the antitrust laws.” 

The Wagner Act set forth two 
basic reasons for distinguishing 
between a combination of busi- 
nessmen to raise prices and a 
combination of workers to raise 
wages. The Act declared that the 
inequality of bargaining power 
between employers and individual 
employees depresses wage rates 
and that low wages are detri- 
mental to the national economy. 

This section of the Wagner Act 
was included without change in 
the Taft-Hartley Act of 1947 and 
remains, to this day, as originally 
enacted. 


Congressional Recognition 


Congress has long recognized 
that workers combine into unions 
for the same reasons that farmers 
combine into cooperatives. Not 
only does our government exempt 
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unions and cooperatives from the 
charge of restraint of trade, but 
it has encouraged their growth as 
in the public interest. 

Because the worker and the 
farmer lack effective bargaining 
power when they stand alone in 
the market place, Congress has 
prescribed minimum wages and 
provided farm price supports. The 
legislative branch of our govern- 
ment rightfully considers that the 
national welfare demands safe- 
guards for both workers and farm- 
ers against the impact of “pure” 
competition. 

Those who cry out against 
“labor monopolies” know these 
facts. They are well aware that 


the monopoly concept is not ap- 
plicable to labor unions because 
unions do not suppress the com- 
petition that our society considers 
desirable. 


They also know that in those 
few cases where unions do co- 
operate with employers to restrain 
competition in the sale of com- 
modities, these cases are properly 
subject to the present antitrust 
laws. 


Disguised Union-Busting 


The truth is that those who 
make the “labor monopoly” 
charge are not really concerned 
with competition or its negative 
counterpart, monopoly. Their real 
goal is the weakening of unions 
and especially those unions which 
they believe are too strong. 

A typical example of this ap- 
proach was the recent speech of 
Sen. John Marshall Butler (R., 
Md.) before the southeastern 
group of the Investment Bankers 
Association. 

After stating that he would sup- 
port legislation in the next Con- 
gress to bring unions under the 
antitrust laws, Sen. Butler pro- 
ceeded vigorously to attack the 
United Auto Workers and Walter 
P. Reuther, its president. 

Butler condemned the Auto 
Workers for calling upon the 
leading car manufacturers to cut 
their prices. He said this was an- 
other example of “Reuther’s re- 
peated attempts to secure partici- 
pation in the pricing decisions of 
American business” and warned 
that such efforts “impose a threat 
to the maintenance of a competi- 
tive economy.” 

The Wall Street Journal also 
favors bringing unions under anti- 
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trust legislation. The Journal 
views strong national unions as an 
evil that must be corrected. A 
recent editorial entitled, “The 
Monopoly,” blamed the revela- 
tions made before the McClellan 
Committee upon “the fact that 
the power of union leaders over 
both the public and the unions’ 
own members has been for a gen- 
eration unfettered.” 

The charge that labor unions 
are too strong is propaganda. No 
honest measure of the relative bar- 
gaining power of American em- 
ployers and American unions will 
show that the strength of the 
unions is even equal to the 
strength of the employers. 


Labor Still Behind 


Whether we measure the 
strength of unions and employers 
by their assets or by the results 
that they have been able to 
achieve, the comparison must 
show that there is no truth to the 
charge of overwhelming labor 
power. 

It is obvious that the assets of 
even such a union as the United 
Steelworkers of America cannot 
be compared with the assets of a 
single company like the United 
States Steel Corporation. 

Nor do the results of economic 
bargains which have been made 
between American unions and em- 
ployers support the charge of eco- 
nomic power. No _ responsible 
economist can claim that there 
has been an unjustly high distri- 
bution of wages to workers in re- 


cent years as against the distribu- 
tion of profits to industry. 

There are, of course, some few 
instances in which the strength 
of the union is greater than that 
of an individual employer. But 
this is usually countered by the 
development of employer associ- 
ations which, incidentally, have 
not been charged with monopoly 
although their activities run far 
beyond collective bargaining. 

One of the essentials of our 
free economic system is that we 
do not have government inter- 
ference to redress every individual 
instance of economic imbalance 
so long as there is no general pat- 
tern of disequilibrium. 

The real question behind the 
“labor monopoly” charge is 
whether or not organized labor 
exercises too great an economic 
power for the public interest. 

The only answer to this ques- 
tion is that America’s unions 
do not have this excessive power. 
Our nation’s industrial scene is 
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not one in which poor, down- 
trodden, profitless business enter- 
prises have lost every last penny 
to greedy labor unions. 

Wage and profit statistics paint 
a contrary picture for our econ- 
omy as a whole. In fact, these 
statistics show that only a 


minority of all our nation’s wage 
earners are organized and many 
of these are organized in unions 
which cannot begin to match the 
economic power of their em- 
ployers. 

Even in those particular indus- 


tries in which the large unions 
engage in company-wide bargain- 
ing, there is no data to support 
the charge that these unions have 
equal economic power with their 
opposite numbers at the bargain- 
ing table. 

The “labor monopoly” charge 
against American unions is false 
from every viewpoint. The “labor 
monopoly” gimmick is no more 
than a different label on the old 
box of anti-union tactics still 
being peddled by the salesmen of 
reaction. 


Reprinted from 
IUD DIGEST 
INDUSTRIAL UNION DEPARTMENT AFL-CIO 
815 Sixteenth Street, N. W. — 
Washington 6, D. C. 
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Dear Friend: 


We are happy to make available to participants in the national high school debate program 
this material explaining the policies and work of American trade unions in support of edu- 
cation. 


We hope you will find these materials useful in the debates, but we also hope they will help you 
toward a better understanding of America’s free trade unions. 


The AFL-CIO believes that democracy and free public schools are inseparable. For this rea- 
son, the early unions worked for the establishment of the free schools. For the same reason, 
we work now to better the schools to provide adequate buildings, necessary tools for learning, 
and most importantly, a sufficient supply of fine teachers. 


Our society should provide to each able young person the opportunity to take college study in 

the field of his or her choice at the accredited college or university which he or she selects. 

a provision of these scholarships will require governmental help in expanding faculty and 
uildings. 


In all of this the AFL-CIO stands for continuing local control of our educational processes 
coupled with a partnership of local, state and Federal financial assistance. The greatest need, 
perhaps, is increased Federal financial aid to education. 


If this department can be of further assistance to you, please call on us. 
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Lawrence Rogi 
Director of Edu 
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foreword 


The well-being of our 60 million families and America’s leadership of the free 
world are the issues in the current debate about how fast the American econ- 
e omy should be growing, in what direction, and by what means. More and 


more people from every walk of life are now seeking answers to questions 
such as these: 


Why is the prosperity phase of the business cycle getting shorter? 


Why does the jobless rate move higher in each successive period of “good 
times”? 


What are the unbalancing factors that have caused so much of the produc- 
tive potential of the United States to remain unused during recent years? 


If we learn to efficiently utilize the available material and human resources 
at our command, how fast could the American economy grow? 


Is there a capital investment lag—because of insufficient saving and profit 
expectations—that demands priority attention? 


Should family consumption of private goods and services be raised more 
rapidly or has America met most of the needs in this area, as some maintain? 


Is it the “public sector”—our investment in social welfare and social capital 
—that has fallen farthest behind and should cause us most concern? 


The articles that follow come to grips with these controversial economic 
issues and other related matters. In sum they argue that America should be 
rapidly moving forward in all three directions—personal consumption, private 
investment and government enterprise—and that our resources are abundant 
enough to achieve progress towards all three goals. 


+ Each article explores one or another aspect of our highly interrelated 
economy—wages, profits, taxes, saving, interest rates, capital investment— 
and seeks to show how public and private policy in each area affects, and is 
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affected by, the others. When these policies are intermeshed in a conscious 
effort to encourage growth, maximum production and employment can be 
achieved and can be sustained. 


The material for this publication has been prepared by the staff of the 
AFL-CIO Dept. of Research and has appeared in various federation publica- 
tions. By bringing them together in one place, we hope to contribute to public 
understanding of our foremost domestic problems and the proposed solutions. 


STANLEY H. RUTTENBERG 
Director of Research 
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Economic growth is one issue guaranteed to raise 
political blood pressure this year. Strangely enough, 
almost everyone accepts growth as essential. But 
there agreement stops. The American public has 
been witnessing a political and economic battle of 
statistical projections, charges and counter-charges, 
and crystal ball gazing about a $750-billion versus 
a trillion-dollar economy in 1970. The war of words 
and numbers has masked the major issue. For eco- 
nomic growth is worthwhile only if it promotes 
economic progress. The real issue at stake is tomor- 
row’s America. Our choice is progress or stagnation, 
and we must choose now. 

American labor has stated that the purpose of 
economic growth is to see that tomorrow’s America 
can meet the needs of the future. We have repeat- 
edly called for a balanced growth rate of at least 5 
percent a year—not because 5 is a magic number, 
but because America can’t get what it must have 
unless the economy expands at least that rapidly. No 
one has said that 5 percent or 6 percent would neces- 
sarily insure the well-being of the future U.S.A. But 
labor has repeatedly emphasized that we must have 
adequate growth rates along with other economic 
policies to build a nation that will serve all its citizens. 


In short, cur concern is with the why and the how 
of economic growth, not merely with percentage 
points and dollar signs. 


The first question, then, is why should America 
have economic growth? What are the national objec- 
tives, or rather, what should our national goals be? 
The second major concern is with our ability to 
achieve those goals—what do we have to work with? 
What is our wealth of resources—in manpower, 
capital and productive facilities? Thirdly, the ques- 
tion of how to use those resources to bring about 
necessary ends becomes paramount. These are the 
issues in the economic growth debate, so often clouded 
by economic jargon and political charges. 

‘These broad issues will personally affect every 
American in tomorrow’s world and the lives of mil- 
lions in other nations. The route America decides to 
take toward economic progress will determine the kind 
of life we will have: whether we have jobs and decent 
homes, whether we have decent schools and recrea- 
tion areas, whether business is good, whether we are 


PROGRESS OR STAGNATION IS 
THE CHOICE BEFORE US 


George Meany, President, AFL-CIO 


healthy and what kind of over-all living standard is 
enjoyed by our population. These are the issues at 
stake. We cannot afford to lose sight of the specific 
objectives of economic growth as the general objec- 
tives are discussed. 


Yet the purposes seem so broad as to escape in- 
dividual meaning. The future America must be able 
to provide for the needs of over 200 million people 
here at home in not too many years. That means an 
urgent effort must be made to provide public services: 
schools and homes, roads and airports, hospitals and 
tecreation facilities, urban redevelopment and rural 
development, and countless other services that millions 
take for granted today and other millions are deprived 
of because of the inadequacy of present facilities. 
The money, materials and manpower can be described 
only in billions and millions and percentage figures, 
but the effects are felt by each person who lives in 
the world. 

These social needs of tomorrow’s America will not 
be important unless America is strong enough in terms 
of military defense and security to protect the popula- 
tion, unless America lives in a free world where other 
nations are also strong and secure. That means that 
whatever the price, whatever the demands, this nation 
must provide for adequate defense measures at home 
and give sufficient military aid to other nations 
throughout the free world. We cannot afford to fall 
behind, because without trying we could easily be 
second best. America must retain world leadership 
based on strength and security. 

Leadership implies more than military: aid. It 
requires a sense that the well-being of one nation is 
dependent upon the well-being of all. We have a 
responsibility to those nations of the world whose 
stages of development are such that their hundreds 
of millions of people live in poverty, disease and 
hunger. Economic aid and technical assistance must 
be made available to those nations so that they, too, 
can achieve economic progress through intelligent 
economic growth, so that they, too, can achieve eco- 
nomic security in a world of nations. Our objective 
must not be to play Lord Bountiful to the needy, but 
to offer a friendly hand to those who need our help. 


At the same time, we must seek an ever-improved 
standard of living in this nation. We must choose to 
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take advantage of a world of technological and auto- 
mated development by assuring a sharing of the fruits 
of progress among our entire population. In a bal- 
anced economy and a balanced society, living stand- 
ards can be improved, cultural satisfactions can be 
enhanced, and leisure time can be a creative force for 
the betterment of society at large. 

Special attention must be given to the poverty- 
stricken millions of our own nation, that one-fifth of 
our society which even now is living on incomes of 
less than $3,000 a year. There is no sound reason 
for poverty or deprivation, squalor or misery in a rich 
nation. We cannot afford to let prosperity for many 
lead to forgetfulness of the groups which do not share 
in that prosperity. No nation can afford to ignore its 
own jobless, or its own sick, however “well-off” some 
others in the population may be. 

Nor can we, as a nation, afford merely to start re- 
allocating what we now have and forget about future 
growth of material production. Some have argued, 
for example, that we are so “affluent,” so well-off, so 
occupied in creating a multitude of frills and fur- 
belows that the solution is not growth and greater 
production, but a mere shift in attention to those who 
have not shared in the fruits of prosperity. 

A look at what exists in America today and what 
will exist for progress in the future shows the specious- 
ness of such reasoning. We cannot afford to stop now 
and reallocate what exists, because our world is con- 
stantly changing and our population is growing. Of 
course, public services must be increased and special 
attention must be given to the problems of the dis- 
tressed areas and the lowest-income groups. The 
plight of the forgotten in our society is shameful. But 
to say that we have enough production, that our 
“frills” and our affluence merely call for reallocation 
of what we have is to ignore the realities of modern 
technological society and the economic realities of this 
time, not to speak of the next 10 years. 


We have everything we need for economic prog- 
ress. Our main problem is to recognize what we 
have and how it must be used to achieve what we 
want. The very resources that are potential sources 
of progress are also the reasons we must have eco- 
nomic growth, for the end product of intelligent 
economic growth is a strong America that serves its 
population well. 

That population seems to be more than enough. 
The machines and productive capacity seem to be 
more than enough. Why not, then, start substituting 
public services for additional output? Why is our 
problem not merely to adjust some “frills” and “tail 
fins” and produce “useful” public services with the 
energy and money spent on the former? 

The answer is simple. The world will not stand 
still. Merely to reallocate our resources would mean 
that we would have to forget about the additional 
millions of people being born and to ignore other 
millions our technology and efficiency are displacing 
each year. 


If people are a source of strength, they are also a 
reason for developing strength. 


Right now there are about 180 million people in 
America. In 10 years there will be over 200 million. 
These people should be able to buy the products of 
American industry, to use public services and to make 
up an effective work-force of workers, scientists, en- 
gineers, etc. 

They are the source of manpower for a growing 
America. There is no shortage of labor—quite the 
reverse. The labor force is expected to grow at a 
yearly rate of 1.75 percent during the next 10 years, 
more rapidly than in the past 10 years. That means 
a million and a quarter people will be joining the labor 
market each year for the first half of the next decade 
and a million and a half during the second half of the 
60s. Ten years ago, in the early 1950s, only 750,000 
people entered the labor force each year. In the last 
few years the rate has grown to about 1 million a year. 
But forecasts for the next decade show that 1.3 million 
will be added to the numbers actively seeking work 
each year. 

But another phenomenon is taking place at the 
same time: efficiency is also increasing and technology 
is creating new marvels of output. Fewer people can 
turn out more goods. Productivity is accelerating. If 
this rising efficiency and mounting wonders of auto- 
mation and technology were to bring about only a 
minimum average increase of 3.25 percent in produc- 
tivity each year, there would be a need to create 2.5 
million additional job opportunities. 


From population growth and improved productivity 
then, there will be a minimum of at least 3.75 million 
more people available to do the jobs of a growing 
economy. This is the equivalent of a growth rate for 
the economy as a whole of at least 5 percent a year. 

The prospect can be either reassuring or fright- 
ening. Obviously, at least a 5 percent improvement 
in the economy is needed each year just to employ 
those people at jobs that have meaning for a whole 
society. Improvement is more than growth. Avail- 
able men and machines do not represent as some would 
imply insurance for economic growth. They are a risk 
factor for the future. People will not be translated 
into percentage signs, but will become either produc- 
tive members of a healthy society or wasted human 
beings in a land whose resources were not used wisely. 
But the potential is there. It is up to us to use it with 
intelligence. 

America also has the productive capacity to do 
whatever jobs a growing economy requires. We have 
not suffered as a nation from shortages or pressure 
on existing plant and equipment. This nation has 
increased its ability to produce at an astounding rate 
in recent years. Between the end of 1952 and the end 
of 1959, manufacturing productive capacity shot up 
50 percent. Investment and new methods in that 
period made it possible for us to produce almost half 
again as much as we had turned out before. There is 
no reason to assume that this productive capacity will 
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"One-fifth . . . living on incomes of less than $3,000." 


not continue to increase—unless, of course, we use our 
resources so unwisely that we bring on more recessions. 


But we did not turn out 50 percent more goods. 
We turned out only 19 percent more in those years. 
The gap between capacity and production increases 
helped produce the lopsided growth record of the 
1950s—a record that failed to live up to potential 
economic progress. 


Lopsided growth helped produce joblessness. Be- 
tween the first quarter of 1953 and the first quarter of 
1960, unemployment doubled. Although almost 3 
million more jobs had sent employment levels to the 
highest in history, they failed to offset the job losses 
in manufacturing, mining, and railroads and to absorb 
the rising labor force. Nor did these 3 million addi- 
tional jobs necessarily represert full-time employment. 
In fact, in seven years, less than 1 million additional 
full-time jobs were created for a growing population 
in a technological economy. Much of America’s 
growth potential was translated into joblessness instead 
of progress. 

Progress, in fact, was decried as a mask for inflation. 
Despite a lack of excessive demand pressures, despite 
the fact that overall demand fell so far behind possible 
supply that the economy turned downward twice, the 
threat of inflation was raised over and over again to 
warn a nation against the things it needed most: 

The Administration preached restriction in buying 
power lest inflation take its toll. 

The Administration preached restriction in money 
supply lest inflation take its toll. The result was not 
a choking of price rises, but a choking of buying 
power in sectors of the economy which needed it the 
most—not a choking of big business expansion, but 
a cut-off of the farmer, the home buyer, and other 
consumers who were necessary to keep the economy 
moving forward. 

The Administration preached restriction in federal 
spending lest inflation take its toll. Between 1955 and 
the third quarter of 1957, when the recession began, 
federal government receipts were higher than federal 
government expenditures in every quarter. But still the 


cry went on: This nation could not afford to spend 
money on its needs—not enough on defense, not 
enough for housing, not enough for depressed areas. 

The Administration preached restriction in wage in- 
creases, despite the fact that real buying power had 
never kept up with the production potential. The 
message was so effective, business so convinced that 
wage increases were harmful, that real wages lost even 
the impetus that they had already gained by 1956. 
Since then, despite collective bargaining efforts and 
progress, real earnings have been rising at a slower 
rate than before. 

Progress is positive, not negative. Progress de- 
mands positive and bold action. 


This illustrates, perhaps, as well as anything 
else the dilemma that has been facing America. Wrong 
choices have been made because America has not 
recognized that it had the capacity but lacked the 
necessary action for progress. 

At the same time that we were not using the produc- 
tive ability of American industry, the nation was 
fostering greater productive capacity and holding back 
the use of that enormous productive potential. Except 
for part of the years 1955 and early 1956 there has 
been too much idle capacity in America and the situa- 
tion has become worse. In the last five years, the use 
of our manufacturing capacity has generally been 
below optimum rates. Now in a time of “plenty and 
prosperity” industry is operating at only about 80 
percent of capacity, and major sources of industrial 
strength, such as steel, are probably going to plummet 
down to a 60 percent operating rate. 


The resources of America clearly are available. 
The manpower is so plentiful that we have a 5 percent 
unemployment rate—and that manpower supply is 
increasing. Capacity is so enormous and has been 
growing so fast that despite a growing output, we did 
not use our full potential in 1959, and 1960 is expected 
to bring even lower levels of utilization. 


But the proper way to use those resources to 
achieve economic progress seems to escape under- 
standing of so many in this country. How should we 
put them together to achieve what we all seek—the 
objectives that we have set as our goal? Few of those 
who mock labor’s repeated emphasis on a 5 percent 
growth rate as the “mask of big government by 5 per- 
centers” would mock the objective of high levels of 
employment. (But some would mock low levels of 
unemployment.) Yet if we lack a 5 percent rate for 
economic progress, as we have shown, we have the 
potential of millions of unemployed in a nation that 


- Cannot use what it has for its people. 
Few of those who emphasize a curb on spending - 


would come out for a weak America. in a world of 
nations. Few of those who fight appropriations for 


decent schools and decent housing or legislation for 


decent minimum wage laws will say that they want a 
poor America which lacks the educational standards 
needed in a technical society, or an ill-housed, ill-fed 
population, or a group of potential consumers who 
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cannot even begin to afford to buy the products. 

Listen to the businessmen who speak for economic 
growth. They assume that a rising population, rising 
productive capacity, rising education and scientific 
ability will bring about a world of economic progress. 
They assume that more people mean more jobs and 
more sales. This has not happened automatically and 
it will not happen automatically. 


Listen to the President who speaks for the in- 
ability of this rich nation to help out the “pockets of 
poverty” with a depressed areas bill—who vetoes a 
measure designed to keep these gaps in our prosperity 
from widening into caverns in a technological world. 

Nobody has put unemployment on his political and 
social program. But neither have they found the 
efficient way to see to it that this nation achieves 
adequate progress. Their solutions are more of the 
same, more of the past—hold back on government 
spending, stifle resource development, hold back on 
wage increases, they might be inflationary. Encour- 
age business, is the cry. 

Business has been encouraged to send capacity for- 
ward by leaps and bounds, but it has also been encour- 
aged to hold back that very thing that business and all 
America seeks—the use of that capacity for buyers. 
Investment has been the cry, and as one prominent 
businessman has put it, “businessmen have underwrit- 
ten our past growth.” 


1 think that statement should be challenged. 
Labor does not pretend it has been the only group in 
American society. Business should not, either. Busi- 
ness was underwritten during our past growth, and the 
emphasis on underwriting business alone has meant 
some of our failures in terms of economic progress. 


Business did not underwrite education of personnel 
for the new technology. Business did not underwrite 
the advances in scientific research. Government con- 
tracts, government operations have been underwriting 
these massive developments in our society—either 
direct government support, or government tax write- 
offs, or defense expenditures. 


And the kind of growth business wants to under- 
write will not necessarily mean progress: Business did 
not underwrite decent housing for America, the re- 
moval of slums. Business did not underwrite social 
security for American citizens, that has helped millions 
of Americans and the economy as well. Business did 
not voluntarily underwrite unemployment insurance 
that helped us out of recession. Business did not, in 
fact, underwrite any of the progressive legislation that 
has helped America become the nation that it is. 
Business fought all these things. 

Yet, I believe, business wants them as much as 
labor. it will not be satisfied with an America that 
has untrained personnel, that lacks buyers for its prod- 
ucts or requires support for millions of unemployed. 
But it is high time that when business talks about eco- 
nomic growth it starts to recognize the need for 
economic progress, which involves something more 


than just business expansion. When businessmen talk 
about seeking investment, let them think less of re- 
stricting this to new plant and equipment and let them 
seek investment in America. Otherwise they will be 
faced with distortions from economic growth, distor- 
tions that destroy real progress. 


What is needed to use our resources to produce 
the kind of progress all groups in our society seek is 
an investment program for the future. We should 
encourage the investment of the nation’s energies, 
goods and services toward the creation of a better 
social world. 


We are, as a nation, opposed to total governmental 
programming for our people. Labor would join with 
business in fighting a planned economy. But business 
should be willing to join with labor in seeking an 
economy that will make worthwhile for all of us the 
investment of our time and energy and money into 
achieving necessary goals. We cannot afford to invest 
in the machines of industry alone. We cannot afford 
to regard every expenditure of the federal government 
as a “mask for big government.” We have a big gov- 
ernment. We have a big and rich nation. That gov- 
ernment can serve us only if we know what we seek. 

There is already within the government a tool to set 
forth some intelligent goals. The Employment Act of 
1946 states quite clearly that it is the responsibility of 
the federal government to “coordinate and utilize all 
its plans, functions and resources for the purpose of 
creating and maintaining, in a manner calculated to 
foster and promote free competitive enterprise and the 
general welfare, conditions under which there will be 
afforded useful employment opportunities, including 
self-employment, for those able, willing and seeking to 
work, and to promote maximum employment, produc- 
tion and purchasing power.” 

The Council of Economic Advisers, set up under 
this law, has a responsibility to describe at least what 
some of those conditions are. As long as the council 
continues to be a self-congratulatory arm of the federal 
government, it will fail to help us achieve the purpose 
of economic progress. We need less self-congratula- 
tion an@ more self-appraisal as a nation. 


Intelligent self-appraisal could set reasonable 
goals. The council could indicate estimates of neces- 
sary levels of output, sales, income and employment. 
At the same time it could indicate the private and 
public policies necessary to sustain a growing economy. 

It is time for the nation to be responsible enough to 
recognize its public policy investment needs. It is 
perfectly clear that the marvels of business investment 
and expansion, the wonders of technology, have not 
created a society that is taking care of its social needs 
or its employment problems. It is also clear that we 
should be mature enough to know that we have to take 
care of ourselves. Despite the need for increased 
production in the private economy, even a 50 percent 
increase in business capacity did not produce the 
income levels or the job opportunities that woulc 
allow Americans to buy the products of that capacity 
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or to avoid a 5 percent unemployment rate in a time 
of plenty. 

We need to invest in public requirements. We need 
to put people to work building the schools and hos- 
pitals we need. We need to put people to work to 
get rid of the sore spots. If over 200 million people 
are going to need a place to play and a place to live, 
we have to put people to work to provide them. If 
they are going to need water supplies and sewage 
facilities and community centers, somebody is going 
to have to invest in those things. This is investment, 
not mere outgo. 


We need to invest in defense and foreign aid to 
the fullest extent possible. The more public figures 
talk about “giving away” federal money to foreign 
nations, the less understanding is gained of the invest- 
ment purposes of America’s future. 


We need to invest in the erasure of slums, the re- 
habilitation of rural areas, the removal of the poverty 
that threatens our country. 

These activities should be set forth as public policy 
needs and implemented by adequate government pro- 
grams. The last decade of emphasis on private policies 
has proved that public action is necessary too, because 
private policies will not provide for these gigantic 
requirements. 


This does not mean that private. policies should 
be controlled by or supplanted by government action. 
But it does mean that the need for investment which 
business preaches so loudly is a need that must be 
met on two fronts. The overemphasis on the business 
front prevented the social and economic needs of this 
nation from being filled in the 50s. We have a re- 
sponsibility to see that such emphasis does not have 
the same effect in the 60s. America has crying social 
needs which have not been met and cannot be met by 
private enterprise alone. 


The government may, it is true, be a partner. But 
it must not be a silent, voiceless partner in American 
progress. The government is the partner that can pro- 
vide jobs for things that people need and part of the 
demand stimulus that American industrial capacity 
cries out for. 


We can, in fact, achieve economic progress only if 
governmental action is recognized as the proper in- 
vestment and saving partner the economy needs. This 
means that tax money should be recognized for what 
it is—the property of the American people to promote 
their general well-being, investment funds for Ameri- 
ca’s progress. If, as some spokesmen suggest, tax 
policy is to be further eroded to reduce business taxes, 
business will merely deprive the American people of 
funds essential both to the betterment of social and 
public needs, and the business impetus that can come 
from useful public investment. 


There Is a return on public investment. It is 
not a debt-inspiring operation. The return, it is true, 
cannot be entirely measured in dollars, since many 


public requirements will not show immediate dollar 
returns. But it is very clear that these public policies 
are essential to insure a balanced growth rate. If that 
rate is only 5 percent on the average each year, there 
would be about $25 billion additional in output. That 
means, at present tax rates, about $5 billion a year 
in additional federal revenue. This would enable us 
to pay for about $4 billion more of public invest- 
ment, with the possibility of paying off some of the 
federal debt when business is especially good. 

There is little return if we fail to seek public invest- 
ment. The budget restricters of the 1950s can remem- 
ber with horror why the budget was not balanced in 
1957-58 recession periods. Predictions were good, 
but they were based “ori encouraging business expan- 
sion without encouraging the public and private 
policies that should go with business expansion. The 
result was lop-sided growth and recession. Unem- 
ployed men don’t pay income taxes. Recession busi- 
ness profits don’t provide as much federal revenue. 
The cost of failing to invest is a minimal return, in 
addition to the cost in social requirements. 


Private policies must show a recognition of the 
needs of a mature society. The emphasis on curbing 
wage increases, on regarding labor merely as a factor 
of production, has helped cause present imbalance 
in the private sector of the economy. The government 
is not going to do the whole job. Neither business nor 
labor wants it to. 


The nation’s businessmen must reach the conclusion 
that sales can expand rapidly only if people’s income 
and living standards expand rapidly. To curb the one 
while spurring the other is to promote the kind of 
private imbalance we have had repeatedly. 


Business must also recognize that increased leisure 
is not only part of an improvement in American living 
standards, it is essential for the well-being of a rapidly 
rising labor force. It seems incredible, but it is true 
that businessmen of all groups have been decrying 
America’s leisure time. The statements range all the 
way from a Chamber of Commerce’s emphasis on the 
need to work longer to produce more to David Rocke- 
feller’s statement that “we will not succeed in persuad- 
ing people to work harder or longer hours unless we 
can develop a greater sense of national purpose than 
exists today.” 


Surely a sense of national purpose includes the 
employment of the productive members of our society. 
A 5 percent unemployment rate in a half-trillion dollar 
economy should convince most thinking people that 
shorter, not longer, work-days or work-weeks will be 
an absolute necessity in the world of the 1960s. 

Private and public policies must invest in some- 
thing more than machinery. 

American labor suggests that they turn the national 
purpose toward an investment in America’s social 
needs as a means of assuring sound, fruitful and 


profitable private investments in the tools of pro- 
duction. 
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THE FALLACY OF FORCED GROWTH 


Stanley H. Ruttenberg, Director, AFL-CIO Dept. of Research 


The American people are being asked to choose 
between iwo different types of “forced growth.” In 
the face of serious problems arising from wasted man- 
power and productive facilities, economic conserva- 
tives and some liberals are proposing changing the 
make-up of the American economy. Their proposals 
for “forced growth” call for the use of artificial and 
drastic measures. Their proposals are based on the 
assumption that high unemployment rates and idle 
productive capacity are built-in parts of our economic 
system, that waste is a necessary result and that 
growth can come only from force or artifice. 

In the coming months more and more will be heard 
of these “forced growth” proposals with learned and 
scholarly arguments marshalled to support them. It 
is important that these proposals be analyzed and 
understood for what they are and contrasted with 
programs to sustain “natural” economic growth. 

Many conservatives have repeatedly argued that 
business tax incentives to increase private investment 
are essential for economic growth... Despite the meth- 
od’s failure in the past several years, they insist that 
a change in the economy’s make-up—suppressing con- 
sumption and spurring investment—is necessary to 
achieve a bigger economic pie. 

The results of this type of artificial “forced” growth 
have been painfully evident for several years: The 
pie seems to get bigger temporarily as the growth 
rate edges forward, it stays big for a short time and 
then falls apart in recession. The rate of growth be- 
comes slower; the artificial stimulant provides no 
balance; demand cannot keep up with the advances in 
private investment. The result—the on-again-off-again 
growth pattern of the last seven years. 

The Eisenhower Administration’s restrictive poli- 
cies, combined with the business tax incentive changes 
in 1954, produced the following year-by-year changes: 


Between 1954 and 1955, real output shot up 8 per- 
cent, slowed to 2.1 percent in 1955-56, braked further 
to 1.8 percent in 1956-57 and fell back to minus 2.2 
percent in the 1957-58 recession. In 1958-59, as the 
country emerged from recession, the gross national 
product shot up once again to 6.9 percent. Estimates 
for 1959-60 show a rise of 3.7 percent. Prospects 
for 1960-61 indicate another drop unless some action 
is taken by the government. 

The over-all result is an uneven and eventually slow 
over-all growth rate and progressively higher rates of 
unemployment during each “recovery” period with 
rising levels of idle productive capacity. Revenue 
losses, losses of goods and services, wasted manpower 
and production grow enormously during this type of 
economic development. 

To repeat these artificial, unrealistic methods in the 
1960s could produce even more disastrous results and 
a lagging over-all growth rate during a period when 
our most pressing need is the use of all our resources 
for the well-being of a rapidly increasing population. 


Another type of forced growth has been sug- 
gested by some liberal economists. The best-known, 
J. Kenneth Galbraith, has produced an economic 
thesis that is basic to a school of “forced” economic 
change from private consumption to government ex- 
penditures. 

Galbraith contends that many of today’s economic 
problems result from over-emphasis on the private 
sector of the economy. He therefore suggests that 
private consumption and production be curbed in 
order to rechannel economic activity to the neglected 
public sector. One appropriate method of redirecting 
these funds, Galbraith suggests, is to use the sales 
tax to reallocate some spending to the public sector. 


Galbraith’s argument that the public sector has not 
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received enough attention has merit. Public service 
needs of a growing population have not been ade- 
quately treated in recent years. But the over 6 per- 
cent of our labor force now unemployed is not, by 
any stretch of the imagination, “affluent.” Merely 
shifting the components of our economy will not 
make it so. 


Consumption has not been the economic problem 
in recent years, and the drastic curbing of consump- 
tion, the forced shifting of private consumption to 
the public sector, would not take care of the unem- 
ployment problem, the idle-capacity problem, or other 
difficulties caused by waste of current resources. 


While the excesses of modern industrial produc- 
tion and advertising naturally disturb economists, it 
does not make sense to restrict production or con- 
sumption in the private sector in a world where con- 
sumption has been unable to keep pace with produc- 
tion; where productivity, the labor force and productive 
capacity will be rising. 


The novelty of suggesting the most regressive of 
taxes—the sales tax—to curb private consumption 
may add interest to an economic argument. But it 
is not reassuring in terms of the major economic prob- 
lems facing America today: The failure to use, to the 
fullest extent possible, the manpower and productive 
capacity now available, and the need to find ways to 
use those ingredients in increasing quantities as they 
rise in the 1960s. 


The conservative and liberal “forced growth” ad- 
vocates consider their theories quite different. But 
they have something in common—both groups advo- 
cate suppression of consumption deliberately and 
mechanically. Both would shift the composition of 
gross national product forcibly. The “business-tax- 
incentive” group would change the texture of the pie 
and the recipe by emphasizing the private investment 
sector and suppressing consumption and government 
sectors. Galbraithian suggestions would emphasize 
the government sector, but also at the expense of 
consumption. 


In effect, one says, “Suppress consumption, so that 


private investment can be increased.” The other says, 
“Suppress consumption so that the public sector can 
benefit.” 


Yet these artificial and drastic suggestions 
would merely change the measurements of the “pie.” 
They would not increase the size or improve the 
shape of the pie enough to take care of national needs. 
The private investment proposal has proved its inade- 
quacy over the past seven years; the novel Galbraith- 
ian suggestion seems unrealistic in terms of present 
conditions. 


The central problem in our economy is achieving 
full utilization. Solving it could produce enough 
“natural” growth to accomplish the objectives sought 
by the “forced” growth advocates—more private in- 
vestment and more government spending in the econ- 
omy. If a still bigger pie is necessary after the “natu- 
ral” growth rate is achieved, it might be necessary to 
use some method of artificially encouraging private 
investment or shifting components so that enough 
attention is given to the government sector. 


What has been lacking is not investment, which 
has increased at a rapid rate, but what economists 
call “total effective demand” in all sectors of the econ- 
omy in a balanced form—full use of resources. 


It is probable that with the full use of our re- 
sources, that “spontaneous” or “natural” growth 
would probably not only increase the size of the pie, 
but also change the make-up of the economy some- 
what and give the new-bigger pie a better texture. 


The challenge is not to reshape the make-up of 
an economy growing at an average rate of 2.7 percent. 
The challenge is to try to make sure that the economy 
grows at an average rate of at least 5 percent by using 
what we have on hand. We must reach that 5 percent 
rate because we have to provide for our security— 
both civilian and military—here at home, give aid to 
those of our allies who need it abroad, help other 
nations of the world, and solve the problems of pov- 
erty and unemployment which challenge our rising 
population’s ability to act. 


AVERAGE ANNUAL RATE OF GROWTH, 1953-59 


LABOR FORCE BLL 
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A look at past experience and the future potential 
shows the possibility of a 5 percent growth rate with- 
out any artificial or drastic steps that would require 
a shift in the proportion of gross national product 
going to capital formation and private investment. 

Between 1947 and 1953 productivity (output per 
man-hour) went up at an average annual rate of 4.2 
percent. Between 1953 and 1959, the increase was 
at an average annual rate of only 2.6 percent. Even 
if we assume the 4.2 percent is too high because of 
war-related factors and that the 2.6 percent is too low 
because of restrictive government policies, it is not 
unreasonable to assume that productivity would rise 
under proper policies at about 3.5 percent a year— 
somewhere between the two previous past rates— 
during the 1960s. 


This estimate is conservative. Government and 
other studies have shown that output per man-hour 
has been accelerating over the past 50-year period. 
Between 1947 and 1958, the average yearly rate has 
been 3.5 percent. At full utilization of our resources 
productivity would probably increase even more rapid- 
ly during the 1960s. 


The labor force potential for the Sixties is an average 
rise of 1.5 percent a year. This assumes that improved 
education, better training, increased mobility, and aid 
and assistance to distressed areas will reduce the large 
numbers of people now unemployed or under-em- 
ployed. It also assumes a rising population and a 
decline in the number of hours worked. 

Productivity and labor force potential therefore 
show that the nation can have a 5 percent growth 
rate—if, and only if, the nation uses these potentials. 

A similar potential was available from 1953-59— 
a potential not used because of the failure of total 
effective demand, because of policies that empha- 
sized only lopsided growth. The labor force grew at 
an average of 1.25 percent a year from 1953 to 1959 
and productivity rose at an average of 3.5 percent a 
year—but the over-all growth rate was not 4 to 5 
percent, but less than 3 percent. Full utilization did 
not take place. The result is a rising level of unem- 
ployment and greater levels of unused plant capacity. 


What would full use of these potentials mean to 
the make-up of the economy? What would it pro- 
duce? This, in part, provides the answer to argu- 
ments of the “forced” growth rate advocates. The 
probability is that necessary make-up changes would 
take care of themselves—or no changes would occur. 

A 5 percent average growth rate would add some- 
thing like $25 billion on the average each year to 
gross national product. Under even present tax laws 
that would add about $5 billion to the federal reve- 
nues. This additional money could provide additional 
spending both for defense and public services. 

The share of the various components of the gross 
national product might change—ihe “mix” might be 
slightly different. Private investment would increase 
by billions of dollars as a result of well-balanced eco- 


nomic growth—the natural result of stimulated de- 
mand, not the artificial building of capacity to lie idle. 


A 5 percent growth rate from maximum use of re- 
sources would also provide, if necessary, for rechan- 
neling some of the nation’s activities to the public 
sector—but not a drastic, immediate shift. The fed- 
eral government’s share of gross national product 
would probably rise at a faster rate than the increase 
in personal consumption or business investment shares. 
Thus the federal government’s share in GNP might be 
higher than its present 11 percent. State and local 
government share in GNP would be higher than the 
current 9 percent. Total government spending might 
thus increase from its present 20 percent to 21-22 
percent of the whole economic pie. 


As the economy progresses toward the trillion dollar 
mark, however—and we have already passed the half- 
way level this year—a 1 percent increase in the gov- 
ernment share becomes a great many billions of 
dollars. 


There might be, therefore, a minor percentage shift 
in the proportion of gross national product going to 
the different sectors—but with an ever-increasing level 
of dollar expenditures. For example, personal con- 
sumption and private investment sectors might, at full 
utilization, rise at slower rates than the rate of in- 
crease for the over-all gross national product or the 
government sector. The result would be that both 
these sectors might have a slightly lower proportion 
of the total than they now do—65 percent for per- 
sonal consumption ax:d 15 percent for private domestic 
investment [11 percent for plant and equipment and 
inventories and 4 percent for housing]. But the few 
percentage points would not mean a revamping of 
the economy, a curbing of private investment or a 
stifling of consumption. Both would have much higher 
levels of spending—billions and billions of dollars 
higher. 


The failure to keep the economy moving forward 
at relatively full speed—at least at a 5 percent growth 
rate—means the loss of billions of dollars to all parts 
of the economy. 


It has become increasingly clear that investment in 
public needs is a necessity both to provide for the 
requirements of our growing population and to insure 
the smoothing of the economy’s upward movement. 
Jolts from sharp shifts in the business cycle can be 
minimized by some of the spending in the public 
sector—spending that is increasingly essential in a 
technological world with a rising population. 

The obvious choice today is to use what we have 
to achieve and benefit from the full expansion of our 
economy through the practical and pragmatic use of 
all our resources for the benefit of all our people. 
The alternative is continued slow growth, inadequate 
ups and downs, force, or mass unemployment. 

We are not choosing among percentages. Nobody 
knows what the precise percentage will be if full 


utilization is achieved. But it seems only rational to 
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avoid the emotional, artificial or drastic shifting of 
our economic components before we have allowed the 
economy to prove how fast and how well it can grow 
naturally. 


Conservative economic projections indicate that this 
could be a 5 percent growth rate. If a spontaneous, 
sustained growth rate of 5 percent is rroduced and is 
not enough, then it might be worthwhile to try the 
artificial or the drastic steps of “forced growth.” But 
there is no reason to assume that we cannot achieve 
a 5 percent growth rate or better or that 5 percent 
will not be enough, at least until we have tried it. 
We should not continue to waste our precious re- 


sources of manpower and machinery because a mathe- 
matical computation suggests that we cannot, as a 
nation, grow fast enough without “forced growth.” 
We know why we must grow larger—to meet the 
needs of a rising population, to provide for the coun- 
try’s defense, to give aid and assistance to our allies 
and to underdeveloped nations and to solve some 
pressing problems of poverty and unemployment at 
home. We know approximately how much larger we 
must grow. It seems only sensible, therefore, not to 
try to repeat past failures or to institute new drastic 
steps, but to try using all the nation’s manpower and 
productive ability to provide for its needs. 
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ECONOMIC TOOLS RUSTING AS 
GROWTH PROBLEMS PILE UP 


Stanley H. Ruttenberg 


The question of America’s economic growth will 
be a major issue in the 1960 presidential campaign. 

Leaders in all facets of American life, including the 
political, have voiced concern over the way the econ- 
omy is acting and its failure to maintain the optimum 
rate of growth. They are concerned, too, with the 
lack of use of economic yardsticks to determine where 
we are going, whether it is to be up, down, or just 
moving along at the same old pace. 

Business within recent years has been looking into 
the future and backing its forward planning with hard 
cash. A reader of the New York Times for Nov. 11, 
1955, for example, could have got a good idea of its 
scale. 


A story reported that the Chrysler Corp. had an- 
nounced plans to spend $1 billion over the next 
five years; that the Ford Motor Co. had disclosed 
a $500 million program for 1956 and an additional 
$500 million for the following two years; that Gen- 
eral Motors had $700 million to go out of a $4 bil- 
lion postwar expansion program, and that the Stand- 
ard Oil Co. .had made public a $1.2 billion program 
to continue its global expansion. 

This kind of planning by private corporations is 
no longer unusual. What is unusual is that America’s 
biggest business, the U.S. government, does not make 
over-all economic projections in the same way. The 
reader would have looked in vain for any kind of a 


story about what the government had in mind—or 
why, which the corporations spelled out in detail that 
ranged from buying automated equipment to research 
in solar energy. 4 

The tools, some of them comparatively new, for 
measuring and forecasting economic potentials are as 
available to the federal government as they are to any 
private corporation with the foresight to hire econo- 
mists who know how to ase them. 


And there is legislative authorization for the 
government to use them—the Employment Act of 
1946. This revolutionary law recognized the govern- 
ment’s responsibility to use all the resources at its 
command to promote “maximum employment, pro- 
duction and purchasing power.” It created the Coun- 
cil of Economic Advisers to carry out these objectives. 


According to the act, the council is to be made up 
of persons “exceptionally well qualified to analyze 
and interpret economic developments, to appraise 
programs and activities of the government . . . and to 
formulate and recommend national economic policy 
to promote employment, production and purchasing 
power under free enterprise.” 

This enormous task requires a sense of perspective 
—a long-range as well as a short-range view of a 
huge economic machine. It requires some hard think- 
ing and careful analysis to determine what will keep 
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that economic machine from side-tracking along the 
way with disastrous cost in the form of mild or even 
serious recessions. 


The law requires that the council make at least an 
annual report and that the President report to the 
nation concerning not only the state of the economy, 
but the trends that can be foreseen and also some 
suggested ways to avoid the bumps that can send the 
economy awry. 

But for seven years the group charged with this 
responsibility has refused to state the necessary levels 
of employment, production and purchasing power to 
achieve a smooth-working economy, although guid- 
ance for the future course of the economy is its para- 
mount job. 

The result has been a record employment level and 
mass joblessness; a record output level with under- 
used capacity; a record income level without enough 
purchasing power to use the nation’s potential re- 
sources. 

Self-congratulation has been substituted for eco- 
nomic analysis. Weak suggestions for a few legislative 
needs have been offered instead of a bold program. 
A nation in need of economic foresight has been ad- 
vised on the wisdom of hindsight. 

The council has been guilty of timidity—the fear 
of proposing and exposing lest it be accused of blue- 
printing and government planning. Blueprints and 
master plans are not involved here. The issue is to 
provide the people with a sense of over-all economic 
direction and needs. 


The goals of meeting social needs, providing em- 
ployment opportunities, filling cefense requirements, 
maintaining our international position and improving 
the standard of living should be obvious. The resources 
to meet those needs are evident: America has the 
manpower and the machines that are required. Yet 
the fusion of those resources into a framework of 
desired goals projected into the future has not been 
attempted. 

The council should, as the law suggests, describe the 
“conditions under which there will be afforded useful 
employment opportunities, including self-employment, 
for those able, willing, and seeking to work, and to 
promote maximum employment, production, and pur- 
chasing power.” These conditions should be reported 
in enough detail so that a yardstick of achievement 
will be available. 

The reports should set a tone, describe a pattern 
of what would achieve the goals the law requires the 
government to help seek. This does not require clair- 
voyancy, but a careful use of the economists’ skills for 
the benefit of the American people. The people have 
a right to be informed of the relationships that work 
together in our economic world and the possible results 
if certain goals are not reached. 


Economics is not « precise science. The experts’ 
views will be subject to constant revision because eco- 
nomics depends on a shifting combination of individual 


and group decisions. But public and private economic 
projections have helped the economy to function. more 
effectively. The council should suggest the sensible 
economic routes that will enable the nation to avoid 
the economic woes of recent years. 

To do this requires composition and detail. The 
composition—the whole economic pattern—should be 
set forth so that needed goals in the three major cate- 
gories that make up the gross national product are 
clear—the necessary levels of investment, consump- 
tion and government spending. These three categories 
should be related to the projected levels of population 
growth, labor force growth and productivity increases, 
so that the various parts of the economic pattern 
will fit together. 

For example, the Council of Economic Advisers 
should estimate what the level of piant and equip- 
ment expenditures should be, how much inventory 
spending would be needed, what levels of public and 
private construction spending would fit into an over- 
all pattern of the necessary levels of capital invest- 
ment in gross national product. 

With the over-all gross national product required for 
full empioyment clearly stated and the needed levels 
of business investment spelled out, the report should 
include an estimate of the levels of consumption re- 
quired to balance the business investment—consump- 
tion of durable and non-durable goods and services 
which make up total consumption. At the same time, 
the projections should balance consumption and in- 
vestment with the necessary levels of government 
spending at all levels, in the various categories, both 
in terms of operation costs and the costs of providing 
for public service needs. 


if this balanced, detailed composite picture of 
the economy were developed, it would then be pos- 
sible to project the needs for the next five years, the 
next 10 years and the necessary levels in each sector 
to keep the economy operating at a rate that insures 
maximum employment, production and purchasing 
power. 

Thus the council should report an annual projec- 
tion, a five-year projection, and a 10-year projection, 
and constantly keep watch on the changes in the econ- 
omy during the intervening time. Revisions and re- 
adjustments, indications of new lumps and new sags 
in the economy, signs of meeting goals and warnings 
of failure to achieve needed balance should be made 
available frequently. An estimate of how far off the 
mark certain developments have gone, a judgment as 
to what changes would be needed to reach the reas- 
onable mark—this is the duty of the council, a duty 
which it has failed to assume in any way during the 
past seven years. 

These projections would not be forecasts or indica- 
tions of what will happen in the economy. The pro- 
jections would be an expert view of what could 
happen in various parts of the economy if the Amer- 
ican people are to achieve the goals they seek. This 
would provide a frame of reference, an educated 
awareness on which to base some decisions. Though 
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the council’s work has already widened the aware- 
ness of economic developments, it is still not great 
enough. The scope and the long-range needs com- 
pletely escape most people. 


Some of this useful educational work had been 
started by the first Council of Economic Advisers. 
What the earlier councils had provided as a guide was 
not enough, but it did offer, in summary form, a com- 
posite view of the economy and its interrelated parts. 
For example, the first council reported “the Nation’s 
Economic Budget” for the year and listed the major 
economic sectors in terms of receipts and expendi- 
tures—consumer, business, government and interna- 
tional sectors. This “budget” has been continued but 
given less attention in recent years. The council then 
reported at midyear concerning the economy’s prog- 
ress and reviewed needed changes. 

Although this original national economic budget 
lacked enough detail, it provided the basis of an out- 
line for future councils. In 1953, the last report of the 
Truman Administration, an illustration of the broad 
scope of necessary programming is available. “The 
Annual Economic Review, A Report to the President 
by the Council of Economic Advisers,” described not 
only developments during 1952 and the “near-term” 
prospects, but included some indications of projec- 
tions for “longer run needs and prospects.” Projec- 
tions of the population and labor force, employment 
and unemployment in the next three years, productivity 
projections and levels of “total needed production” for 
high employment are included. 

In 1960, with the advantage of private reports 


which have projected alternative possibilities at dif- 
ferent economic ranges through 1975, this three-year 
projection does not seem to be ambiguous. But it was 
a bold step for the council, a beginning which was 
ended in 1954. Since then the council has minimized 
the use of projections. 


In the 1953 report the council showed its recog- 
nition of the necessity for both retrospective and pros- 


pective statements and analyses. It stated that the at- 
tainment of the kind of economy described in the 
Employment Act “depends not so much upon the 
accuracy or precision of long-range forecasting, either 
as to timing or substance, as it does upon the popular 
commitment to the goal and the day-by-day evolu- 
tion of improved analyses and policies, both short-run 
and long-run.” 

But with the Eisenhower Administration such long- 
range projections and plans no longer were offered to 
the people. It is ironic that an Administration which 
prides itself on “business-like” qualities would refuse 
to follow the business-like practice of setting forth the 
reasons for its assumptions in a form which shows 
clearly the purpose of its investments, the goals it 
seeks. The federal government’s budget is presented 
only in the narrowest form, as if spending for future 
return were mere waste and important only on a year- 
by-year basis. 

The current Council of Economic Advisers does 
make certain projected assumptions about the future 
in order to propose its programs in reports. But it 
refuses to disclose what these assumptions are. Every 
government agency’s budget is projected in terms of 
the future course of the economy. In fact, the federal 
budget itself is presented a year and a half in advance. 


Yet no over-all projection for total economy is 
offered for the economy as a whole. 


What the nation needs is a budget for balance— 
an over-all look at the goals we seek and the efforts 
which could lead to them. The council and the gov- 
ernment are charged with the duty of working toward 
growth and stability and of suggesting “needed levels” 
of employment, production and purchasing power. 

The need for such a budget was expressed in 1956 
in a statement issued by the National Planning Asso- 
ciation on the tenth anniversary of the Employment 
Act of 1946. The statement called for a six-year 
projection and discussed the need for changing to a 
different, more explicit form of reporting. 


Almost five years later, in 1960, the council 
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still has not shown its willingness to come out of the 
“ivory tower” and to do the job that the real world 
of the 1960s requires from a government agency. 

The task of the council involves setting forth the 
projected requirements from these various groups and 
also finding out what in reality these groups believe. 
The interchange of ideas would be mutually educa- 
tional and the task of the council as a force for in- 
telligent economic education would be made easier. 

For the projections that must be set forth by the 
council would be, for the most part, an educational 
tool for the advantage of the nation as a whole. The 
skeptics who feel that the various economic sectors 
would be unwilling to recognize their importance and 
that the proposed national economic budget would 
have little effect on the economy as a whole are act- 
ually ignoring the history of the Employment Acct itself 
in the past 15 years. 

To those skeptics who believe that business, for 
example, regardless of the council’s projections, would 
tend to function as if guidelines did not exist, the his- 
tory of business planning for new investment should 
be a sufficient answer. Some 15 years ago, before the 
Employment Act, it would have been almost impos- 
sible, I believe, to get the kind of projected levels of 
business expenditures now published by McGraw- 
Hill, the Securities & Exchange Commission and the 
Dept. of Commerce. Projections for the next five or 
10 years, or even the next three or four years, could 
not have been accomplished on the scale now feasible. 


At the beginning of World War II the steel and 
aluminum industry leadership maintained that Amer- 
ica had sufficient capacity to meet all potential de- 
mands. In less than a year, it became clear that the 
nation’s capacity was completely inadequate to meet 
the production requirements of the war. 

At the end of World War II, when the Employ- 
ment Act was being considered, the business projec- 
tions were equally impossible. Industry maintained 
that America’s capacity was over-expanded and that 
conversion would be difficult enough—certainly long- 
range expansion was not in the picture. 

But the Council of Economic Advisers during the 
early postwar years after the Employment Act con- 
tinued a forceful educational drive about the make-up 
of the economy. In 1946, 1947, 1948, 1949 and 1950, 
it kept emphasizing the need for economic growth to 
take care of a growing population, a rapidly rising 
labor force and the necessity for improved standards 
of living, rising consumer income and an increase in 
gross national product. 

In the words of Herman Steinkraus, chairman of the 
Bridgeport Brass Company and former president of 
the U.S. Chamber of Commerce: “Business invest- 
ments have become steadier because of the existence 
of a government stabilization policy, and a government 
stabilization policy has become more manageable be- 
cause of steadier business investments. ... A word as 
to the future. Enough experimentation has been done 
by private and public agencies . . . to encourage the 


inclusion of possibly alternative long-run projections 
in the Economic Reports. Such projections are, as I 
indicated before, of great value to business investment 
planning. . . . Business has become so familiar with 
the use of projections that the earlier view that they 
would be mistaken as firm predictions is hardly valid 
any longer. In the implementation of the act, as in 
its original legislation, we need that blending of bold- 
ness and prudence which I believe is one of the virtues 
of our American civilization.” 


The contribution of the Employment Act and the 
work of the council in the late 1940s in changing the 
business attitude toward long-range planning is proof 
enough of the educational value of the tasks the coun- 
cil should perform in setting guidelines for the econ- 
omy. 

We cannot afford to have the people deceived into 
believing that business investment alone will create a 
steady growth rate that will provide for America’s 
needs. We cannot afford to continue the kind of con- 
fusion about how the economy works that calls for 
reduced federal spending and improved public service 
needs. We cannot afford to be a nation with both the 
highest number of jobs and the highest rate of job- 
lessness in any period of prosperity. If the Sixties are 
to be “soaring” instead of “wavering,” the nation as a 
whole must achieve a recognition of over-all purpose 
and of the relations between various economic sectors. 


We have achieved some excellent hindsight about 
recessions. In the bottom of each of the three 
slumps in the past 10 years, a variety of programs 
has been advocated for the goverment’s role in the 
economy—tax reductions, public works spending, a 
combination of both. But no one has set forth with 
the tools available to the economist a projection of 
the proper mix to make the expenditures for plant 
and equipment on the one hand or government ex- 
penditures for social needs on the other operate in a 
system that is balanced with necessary levels of con- 
sumption. 

The course of the economy in the next 10 years de- 
pends upon greater understanding and less willingness 
to drift along. Already, as 1960 has gotten under way, 
the swift forward push has decelerated and prosperity 
is merely coasting along in an uncertain direction. 
All the exhortations for economic growth in the world 
will be meaningless if the people are continually misled 
about the make-up of steady growth and the potentials 
of our economy. 
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The American economy is operating with con- 
siderable unemployment and idle machines. Its 
ability to produce is far greater than its ability to 
buy. There are too few customers, with enough 
cash and credit, to buy the rising volume of goods 
and services that can be produced. 


As a result of inadequate sales, production is 
considerably below maximum levels. There were 
close to 4 million unemployed in the summer of 
1960—over 5 percent of the labor force. More than 
21% million additional people were compelled to 
work part-time, because full-time work was not 
available. Experienced workers who are laid off 
and young people entering the job market find it 
difficult to obtain full-time employment at good 
wages. 


Most industries are operating much below their 
capacity to produce. Many plants, machines and 
productive equipment are operating part-time, and 
a few are shut down completely. 
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OUR UNBALANCED ECONOMY 
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In the summer of 1960, manufacturing indus- 
tries generally were using only about 80 percent 
of their productive capacity. About a fifth of the 
nation’s industrial capacity—its plants and ma- 
chines—was idle. The gap between lagging sales 
and the economy’s improving ability to produce 
was widening. 

The cause of this situation is not that America 
can produce too much. The needs are great—for 
more adequate national defense, schools, hospitals, 
housing, urban re-development, control of water 
and air pollution, mass transportation, community 
facilities and lifting the living standards of low- 
income families. It is, rather, that America buys 
too little of what can be produced. 


It was a developing lack of balance between the 
economy’s ability to produce and actual sales in 
the 1920s that brought on the Great Depression of 
the 1930s. The present gap between inadequate 
sales and productive ability is much smaller than 
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the nearly catastrophic condition that existed in 
1930. Nevertheless, there is a significant lack of 
balance in 1960. And, in varying degrees, the 
present gap between the economy’s great ability 
to produce and its inadequate ability to buy has 
continued for almost 7 years, ever since the end 
of 1953, with only a few months of high level sales 
and production. 


This continuing lack of balance of the past 7 
years is a drag on the entire economy. For the un- 
employed and those who are compelled to work 
part-time, it means income losses and distress for 
their families and communities. In addition, it 
means that billions of dollars of needed goods and 
services are lost forever through the waste of job- 
lessness, short-time work and idle machines. 


Example of the Steel Industry 


The economy’s lack of balance is dramatized by 
the steel industry. In the latter half of 1959, the 
nation’s steelworkers were on strike for almost 4 
months. During the strike, government and busi- 
ness leaders warned of a serious shortage of steel. 
After steel operations were resumed in mid-No- 
vember, the steel industry operated at high levels 
for 214 months, until the end of January. In De- 
cember 1959 and January 1960, steel operations 
were close to 96 percent of the industry’s capacity 
to produce; only 4 percent of its plants and ma- 
chines were idle. 


In those 244 months, the steel industry appar- 
ently was able to eliminate shortages, to fill de- 
mands for steel and to enable steel-using indus- 
tries to build up inventories. Sales and new orders, 
however, failed to meet expectations. In February, 
the steel companies began to cut back operations 
slowly but steadily. 


By July and August, the steel industry was op- 
erating at about 53 percent of capacity and nearly 
half of its machines and equipment were idle. 
United Steelworkers’ President, David J. Mac- 
Donald, reported that “more than 185,000 of our 
members are unemployed and more than 350,000 
are under-employed, working less than full-time.” 


Even if steel operations pick up somewhat in the 
latter months of 1960, average operations for the 
year as a whole will probably be no greater than 
70 percent to 75 percent of its capacity to produce, 
with considerable joblessness and part-time work. 
But the nation can use the output of this industry, 
that 95 percent operations can produce, leaving an 
adequate margin of stand-by equipment for emer- 
gencies. 


The difficulty in the steel industry, as in others, 
is inadequate sales. Customers are not buying 
enough goods and services to keep the labor force 
fully employed and productive equipment in maxi- 
mum use. 


Who Buys the Economy’s Output? 


The major groups of customers for the output 
of American economy are consumers, government, 
business and international trade. 


1. Consumers buy nearly two-thirds of all the 
goods and services produced. In recent years, con- 
sumer buying has accounted for about 65 percent 
of total national production. Among the numerous 
kinds of goods and services consumers buy are 
food, clothing, household equipment, furniture, 
automobiles and various services, such as repairs, 
haircuts and laundry. Consumer buying is based 
on family incomes, savings, and credit. Consumer 
spending usually increases, when incomes are 
rising and people are feeling optimistic about the 
future. 


2. Government—federal, state and local—buys 
about 20 percent of the nation’s total production. 
Government buying is based on tax revenues and 
bond isues. 


Federal government buying accounts for about 
11 percent of all goods and services produced, with 
the overwhelming portion going for national de- 
fense. Among many other kinds of goods and 
services the federal government pays for are the 
operation of government departments, the postal 
service, scientific research, assistance for veterans 
and farmers, aid for road-building and hospital 
construction. 


State and local government purchases of goods 
and services, such as school and road construction 
and maintenance, education, police and fire de- 
partments, account for about 9 percent of total 
national production. 


3. Business buys about 15 percent of all goods 
and services that are produced. 


Business purchases of factory buildings, ma- 
chinery and productive equipment, office buildings, 
shopping centers and inventories of goods on hand 
account for about 10 percent to 11 percent of total 
national production. The basis of such buying is 
the flow of cash to business—profits, after the 
payment of taxes and dividends, plus depreciation 
allowances—the availability of credit and, to a 
minor extent, new stock issues. Although business 
buying may rise sharply if the cash-flow shoots up, 


zz = 
| 
ey 


it will be cut back if sales fail to rise enough to 
keep plants and machines operating at high levels. 
In the long-run, it is the level of sales, mainly to 
consumers and government, that determines 
whether business increases or cuts back its buying 
of new plants, machines and inventories. 


Home-building accounts for about 4 percent to 
5 percent of total national production. Residential 
building depends on what is happening to family 
incomes and population growth, as well as the 
availability of credit and the rate of interest for 
home-building and home-buyers. 


4. International transactions are the net result 
of all types of exports and imports, payments and 
receipts. 


There are exports and imports of merchandise. 
In addition, there is the outgo of business invest- 
ments in foreign countries, government loans and 
aid, government payments for the building and 
upkeep of U.S. military bases and spending of 
American tourists abroad. Also, there is the 
income of returns on business investments, pay- 
ments on government loans and expenditures of 
foreign tourists in the U.S. The net result of these 
many transactions is usually small—the addition 
or subtraction of about one-half of one percent 
of total national production. In recent years, this 
overall international balance has meant somewhat 
greater payments than receipts. 


For merchandise alone, exports of U.S. goods to 
foreign countries account for some 3 percent to 
4 percent of total national production. These fig- 
ures, of course, are national averages. For some 
industries, merchandise exports are much greater 
than 4 percent of their production ; for others, they 
are less. 


Foreign trade, however, is a two-way street. Ex- 
ports require imports. Furthermore, the opera- 
tion of the American economy requires imports of 
goods that are not produced in the U.S. Exports 
of U.S. merchandise are usually considerably 
greater than imports, leaving a merchandise ex- 
port-surplus. In June 1960, for example, mer- 
chandise exports were $1.7 billion, while imports 
from overseas were $1.3 billion, and the mer- 
chandise export-surplus was $400 million, or a 
yearly rate of $4.8 billion. 


When the economy’s various customers ‘are. 
examined, it is clear that consumers and govern- 
ment account for the sale of about 85 percent of 
total national production. The major cause of 


the continuing lack of economic balance, in recent 
years, therefore, is that consumers and govern- 
ment, together, have not been buying enough of 
the goods and services that expanding productive 
capacity and a growing labor force can produce. 


Industry’s Expanding Capacity to Produce 


Business buying of plants and machines rose 
sharply after the end of World War II, in response 
to the pent-up demand for all kinds of goods and 
services that developed during the long years of 
depression and war. Between 1945 and 1950, busi- 
ness spending for new plants and machines rose 
from $8.7 billion to $20.6 billion. 


In 1950, after the outbreak of the Korean War, 
business spending for new plants and machines 
was stimulated by the government’s effort to build 
up national defense quickly. The federal govern- 


“ment granted five-year rapid write-offs for new 


plants and machines that were certified to be de- 
fense-related. In many cases, permission for rapid 
write-offs was granted for plants and machines 
that were only remotely related to national defense 
and most of these write-offs were for large corpora- 
tions. With the aid of this government subsidy, 
business spending for new plants and machines 
rose rapidly from $20.6 billion in 1950 to $28.3 
billion in 1953. 


In the 8 years from 1945 to 1953, business 
bought a total of $186.5 billion of new plants and 
machines—expanding the economy’s ability to 
produce more goods and services more efficiently. 
Old plants and machines were replaced by modern 
buildings, automatic and semi-automatic labor- 
saving machinery and new plants and machines 
were installed. 


IDLE PRODUCTIVE CAPACITY 
AS °> OF TOTAL MFG. CAPACITY 
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The end of the Korean War in mid-1953, there- 
fore, should have been a time for paying special 
attention to the need for customers—primarily 
consumers and government—to buy the rising 
volume of goods and services that business could 
produce. Instead, the federal government adopted 
policies to give further stimulation to business 
buying of new plants and machines, with little 
concern for customers. This was done in 1954, 
when the federal tax laws were revised to give 
special breaks to wealthy families and corpora- 
tions. 


All corporations were granted permission to 
depreciate their new investments at. a rapid rate, 
as a result of the 1954 changes in the tax laws. In 
addition, the government granted business per- 
mission to write off all expenditures for research 
and development in the year that the expendi- 
tures were made. The flow of cash to corporations 
soared, with a sharp rise in profits, as the economy 
moved out of the 1954 recession, and with in- 
creased depreciation allowances as a result of the 
changes in the tax laws. 


Business spending for new plants and machines, 
which faltered during the 1954 recession, moved 
up from $26.8 billion in 1954 to $28.7 billion in 
1955. The five-year write-off program for defense- 
related plants and machines, which had fallen off, 
was revived in late 1955 and early 1956 to provide 
additional subsidies for business spending for 
new plants and machines. 


As a result of these events, there was a boom 
in business buying of new plants and machines. 
Between 1955 and 1957, these business expendi- 
tures soared from $28.7 billion to $37 billion, a rise 
of 29 percent. Much of this plant and equipment 
boom was for automation equipment and semi- 
automatic machines. 


The economy’s ability to produce more goods 
more efficiently expanded at a rapid pace. In the 
two years, 1955-1957, manufacturing industries 
expanded their capacity to produce more than 12 
percent. 


As the economy moved out of the 1954 reces- 
sion, manufacturing industries operated at 84 
percent of productive capacity. Both consumer 
and business buying rose in 1955. For several 
months, at the end of 1955 and early 1956, indus- 
try operated at high levels—at 92 percent of 
capacity. But consumer buying slowed down in 
1956 and home-building declined, while business 
continued to expand its productive capacity 
rapidly. 


The installation of new plants and machines, 
while sales lagged, brought industrial operations 
down to 86 percent of capacity at the end of 1956 
and unemployment persisted. In the Fall of 1957, 
there was so much idle capacity that business 
began to cut back its spending for new plants and 
machines; and the recession of 1957-1958 began. 


The tax concessions to corporations and wealthy 
families in 1954 produced a temporary business 
investment boom in 1955-1957 that could not pos- 
sibly continue. The rapid expansion of industry’s 
capacity to produce could not be sustained, in the 
face of lagging sales to consumers, declining 
home-building and relatively low government buy- 
ing. 

By the end of 1957, manufacturing industries 
operated at only 78 percent of capacity and large- 
scale unemployment was spreading. At the worst 
point of the recession, in the Spring of 1958, over 
a third of industrial capacity was idle, over 5 
million people were unemployed and about 314 
million people were compelled to work part-time. 


Unemployment Rates* 


Year Yearly Average 
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*Unemployed as percent of civilian labor force. 
** Summer of 1960 Seasonally adjusted 
Source: U.S. Department of Commerce, Bureau of the Census. 
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With the drop of sales and profits during the 
recession, business spending for new plants and 
machines fell sharply. The pick-up of sales and 
profits in the latter half of 1958 brought an up- 
turn in business spending, which continued 
through the first-half of 1960. But it did not 
bring a plant and equipment boom since consid- 
erable amounts of productive capacity remained 
idle. 


Business spending for new plants and machines 
rose from $30.5 billion in 1958 to a yearly rate of 
$36.9 billion in the Summer of 1960, with em- 
phasis on replacing old machinery with labor- 
saving, automatic and semi-automatic equipment. 
The level of this type of business spending in mid- 
1960, however, was no greater than it had been 
at the top of the plant and equipment boom in 
1957. 


Unemployment remained high and there was a 
considerable amount of idle plants and machines 
after the 1958 recession. There were 3.8 million 
unemployed in 1959 or 514 percent of the labor 
force, and the number of jobless remained at 
about that level in 1960. The operations of man- 
ufacturing industries rose from 80 percent of 
capacity at the end of 1958 to 85 percent of ca- 
pacity at the end of 1959, after steel operations 
were resumed. Even at the temporary, high levels 
of economic activities in the winter months of 
1959-1960, 13 percent to 15 percent of industry’s 
plants and machines were idle and 5.3 percent of 
the labor force was unemployed. 


Sales continued to lag all through the first- 
half of 1960, while new plants and machines were 
installed. With increasing amounts of idle pro- 
ductive capacity—about a fifth of capacity was 
idle in the Summer of 1960—there were indica- 
tions that business spending for new plants and 
machines would level off, or possibly would be cut 
back, in the latter months of 1960 and early 1961. 


Government and business emphasis on business 
spending for new plant and equipment had pro- 
vided America with a great and expanding ability 
to produce. The need for customers, with enough 
cash and credit, to buy an increasing volume of 
goods and services, however, had been neglected. 
The gap between inadequate sales and rising pro- 
ductive capacity, which continued during most of 
the past seven years, began to increase again in 
1960. 


Federal Govt. Buying Has Dropped 


Federal government policies have been an im- 
portant factor in the continuing gap between 


lagging sales and the economy’s expanding ability 
to produce. Federal government expenditures for 
goods and services were cut back substantially 
after the end of the Korean War and the govern- 
ment has attempted to keep them down since 
then. At the very same time that government 
policies encouraged large corporations to expand 
their capacities to produce, other government poli- 
cies reduced federal government buying. 


Government purchases of goods and services for 
national defense were cut back, with the end of 
the Korean War. Non-defense purchases were cut 
back at the same time. These cut-backs continued 
through 1954 and 1955. By 1956, federal govern- 
ment purchases of goods and services (in constant 
1959 dollars to eliminate the effects of price 
changes) were 29 percent less than in 1953. 


There were some increases in government ex- 
penditures in 1957-1959—mostly for national de- 
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fense and farm programs. Towards the end of 
1959 and into 1960, however, federal government 
purchases of goods and services were cut back 
again. In mid-1960, federal expenditures (in con- 
stant 1959 dollars) were slightly less than in 1957 
and 28 percent below 1953. 


The cut-backs in national defense that were 
made possible at the end of the Korean War should 
have permitted some increase in federal expendi- 
tures for improvements in public services. In- 
stead, non-defense outlays were cut back, too. 


The federal government, therefore, has been 
buying considerably less goods and services in re- 
cent years than it did in 1953. Despite this em- 
phasis on low government expenditures, federal 
budget surpluses have been achieved in only 3 of 
the past 7 years. The government debt has risen 
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substantially. Recessions and the slow rise of 
sales, production and incomes have meant inade- 
quate tax revenues. 


To offset this decline of the federal government 
as a customer, a program of balanced tax cuts 
could have provided the basis for a balanced rise 
of consumer and business buying. But there were 
neither balanced tax cuts nor increased govern- 
ment buying. 


It was a substantial rise of consumer and busi- 
ness spending, after the great cut-backs of federal 
wartime outlays in 1945 and 1946, that provided 
the basis for high levels of sales, production and 
employment in the early postwar years. Instead 
of encouraging balanced economic growth after 
the Korean War, the government’s tax reductions 
in 1954 gave small cuts for the overwhelming 
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majority of consumers and substantial cuts for 
wealthy families and corporations. 


Since the end of 1953, federal government poli- 
cies have unbalanced the economy. Not only have 
federal government purchases of goods and serv- 
ices been kept down, but federal tax policies en- 
couraged a substantial rise of business buying of 
new plants and machines with only little concern 
for consumers. 


In addition, the federal government has fol- 
lowed a policy of tight money and high interest 
rates all through these years, except in periods of 
declining business activities. The effect of tight 
money and high interest rates has been to make 
it difficult and expensive for small businesses, 
farmers, home-builders and home-buyers, state 


and local governments to borrow money. The gov- 
ernment has thereby discouraged a rise of sales. 


While federal government policies have been 
dampening down the rise of sales, production and 
employment, state and local government buying 
of goods and services has been increasing in re- 
sponse to the vast needs for schools, roads and 
hospitals. The continuing rise of state and local 
government buying has added moderately to sales 
and production—adding about $214 billion—$3 
billion (in constant 1959 dollars) a year since 1953. 
The rise of state and local government buying of 
goods and services would have been somewhat 
greater, had the federal government’s tight-money 
and high interest rate policies not made it so ex- 
pensive for these governments to borrow money. 


The expansion of state and local governments, 
as customers for the economy’s goods and serv- 
ices, has not been enough to offset the dampening 
effects of the federal government’s policies. 


Instead of encouraging maximum use of the 
nation’s rapidly expanding capacity to produce, 
federal government policies in recent years have 
kept down the rise of sales and production— 
through tight-money and high interest rate poli- 
cies, as well as restrictive spending policies. 


Consumer Buying Has Slowed Down 


Consumer buying has been slowing down since 
1956. It is the combination of relatively low fed- 
eral government expenditures, tight-money and 
high interest rates and the slow-down in the rise 
of consumer spending that has produced the con- 
tinuing gap between lagging sales and the econ- 
omy’s rapidly expanding capacity to produce. 


As the economy moved up from the 1954 re- 
cession, consumer buying of goods and services 
rose substantially. These purchases—backed up 
by a sharp rise of consumer credit—helped to off- 
set the decline of federal buying in 1955. 


After 1955, however, the rise of consumer pur- 
chases of goods and services began to slow down. 
This slow-down in the rise of consumer spending 
has been based on a considerable slow-down in the 
rise of consumer buying power. Regardless of 
how one looks at the record of the years since 1956, 
the facts make it clear that the rise of real con- 
sumer incomes has slowed down considerably. 


The rise of real weekly earnings of factory 
workers (in constant 1959 dollars), for example, 
slowed down from an average yearly rate of 3.1 
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percent in 1947-1956 to a yearly pace of only 1.3 
percent in 1956-1960. This considerable slow-down 
in the buying power of a large group of the popu- 
lation has been based both on a slower rise of real 
hourly wages and on reduced work-week sched- 
ules. 


The slow-down in the rise of buying power has 
not been confined to factory workers alone. The 
buying power of per capita after-tax personal in- 
come which rose at an average yearly rate of 2.3 
percent in 1947-1956, increased at an average an- 
nual pace of merely 1.8 percent in 1956-1960 (in 
constant 1959 dollars). 


The consumer buying power base for significant 
continuing increases in the purchases of goods and 
services has been eroding rapidly. Part of this 
considerable slow-down in the rise of consumer 
buying power has been offset, thus far, by a sharp 
increase of consumer debt. This has been partic- 
ularly true in 1955 and in the year and one-half 
from early 1959 to mid-1960. 


When the rise of consumer buying of goods and 
services in recent years is compared with the in- 
crease of the earlier postwar years, a slight slow- 
down is apparent, despite the continuing, rapid 
increase of consumer debt. Between 1947 and 
1956, consumer buying (in constant 1959 dollars) 
rose at an average yearly rate of 3.4 percent. In 
1956-1960, however, the increase of consumer pur- 
chases of goods and services slowed down to an 
average annual pace of 3.1 percent. 


Even this somewhat slower rise of consumer 
buying, however, does not rest on a firm founda- 
tion, since part of it is based on rapidly rising con- 
sumer debt. Total outstanding consumer credit— 
most of it is installment debt—increased from 12.2 
percent of total personal after-tax income in the 
final months of 1953 to 13.8 percent in the same 
period of 1956 and to 15 percent in mid-1960. 


In the year between the January-March quarter 
of 1959 and the same period of 1960, total out- 
standing consumer credit rose very sharply—by 
$7 billion. By the April-June quarter of 1960, 3 
months later, total outstanding consumer credit 
was up another $1.6 billion. This sharp rise of 
consumer credit, from early 1959 to mid-1960, 
bolstered the increase of consumer purchases of 
goods and services. 


But families cannot be expected to increase 
their debts at such a sharp rate indefinitely. The 
rise in consumer credit will probably taper off in 
the months ahead, at least temporarily. 


The considerable slow-down in the rise of con- 
sumer buying power since 1956 has already 
brought a slower rate of increase in consumer pur- 
chases of goods and services. The pace of con- 
sumer buying will slow down further, if con- 
sumer credit tapers off, without a substantial in- 
crease in the buying power of family incomes. 


Only a reversal of the slow-down in the rise of 
consumer buying power can assure a continuing, 
moderate rise of consumer purchases, which ac- 
count for almost two-thirds of total national pro- 
duction. A faster pace of increase of consumer 
buying power in the 1960s is needed in order to 
achieve maximum use of the nation’s rapidly ex- 
panding productive capacity and labor force. 


Increased Buying !s Needed 


The continuing gap between lagging sales and 
the economy’s rapidly expanding capacity to pro- 


SA0— = 
BUYING POWER OF PER CAPITA 
AFTER-TAX PERSONAL INCOME* 


— A 


SOURCE: COUNCIL OF ECONOMIC ADVISORS. 


duce has already caused persistent joblessness and 
part-time work schedules, idle plants and ma- 
chines and frequent recessions. This gap must be 
closed before it widens to depression size. 


The Republican party platform presents a 
simple, but dangerous, solution to this problem. 
What is needed, say Vice-President Richard Nixon 
and Governor Nelson Rockefeller, are still further 
tax concessions for corporations. If this “solu- 
tion” were adopted, it probably would stimulate 
another temporary boom in business buying of 
new plants and machines and result in a wider 
gap between lagging sales and more rapidly ex- 
panding productive capacity. This proposal points 
to a disastrous road of frequent and deep reces- 
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sions, large-scale unemployment and increasing 
amounts of idle plants and machines. 


What business needs, at present, is not further 
tax reductions on corporations and wealthy fami- 
lies, but increasing sales that could sustain maxi- 
mum operations of its expanding capacity to pro- 
duce more goods, more efficiently. It is not special 
tax privileges that encourage business to increase 
its buying of plants, machines and inventories on 
a sound, long-run basis, but rising sales and high- 
level operations. 


A substantial rise of buying is needed. The 
major sources for such an increase of sales are 
government and consumer buying, since, in com- 
bination, they account for the purchase of about 
85 percent of total national production. 


1. Government buying should be increased. The 
needs are great for schools and improved educa- 
tion, medical care facilities, housing, urban rede- 
velopment and community facilities, city and sub- 
urban mass transportation, aid for economically 
distressed comunities, development and conserva- 
tion of natural resources and basic scientific re- 
search. 


Increased government spending for goods and 
services could begin to meet the nation’s needs for 
more adequate national defense and improvements 
of public services. While meeting these needs, in- 
creased government buying would also boost sales, 
production and employment. 


Federal programs and outlays, grants-in-aid to 
states and local governments and long-term, low- 
interest loans are required to meet these numerous 
public-service needs of a growing population. 


The rise in employment, incomes and business 
profits that would flow from such increased gov- 
ernment buying of goods and services would boost 
federal tax revenues. 


2. Consumer buying power should be increased. 
This is needed to prevent a further decline in the 
pace of consumer buying and to provide the basis 
for a continuing advance of consumer purchases of 
goods and services. 


Some increase in consumer buying power would 
be achieved from rising employment, based on 
government programs to improve national defense 
and public services. Continuing improvements in 
wages, salaries and fringe benefits are required. 


Special emphasis should be placed on raising the 
buying power of low-income families—through 
such steps as amending the Fair Labor Standards 
Act to extend the law’s coverage to millions of un- 
protected workers and to increase the minimum 
wage to $1.25 an hour, for example, and measures 
to provide adequate labor standards for hired farm 
workers on large farms. Improvements of the un- 
employment insurance and social security systems 
are likewise needed. 


3. An end to tight money and high interest rates 
is needed. The government’s monetary policies 
should aim at encouraging maximum use of pro- 
ductive capacity, rather than discouraging the rise 
of sales, production and employment. 


4. The tax structure should be revised to pro- 
vide a balanced and fair basis for obtaining needed 
federal revenues. Loopholes of special tax privi- 
leges for wealthy families and corporations should 
be eliminated and the tax burden of low-income 
families should be reduced. Such reform of the 
tax structure is needed to provide an adequate 
balance between consumer buying power and a 
sufficient flow of cash to business for a continuing 
increase of business investment in new plants, ma- 
chines and inventories, without booms and busts. 


A vigorous, national effort is required to get the 
American economy back on the road to balanced 
growth of consumer, government and business 
buying and maximum use of a growing labor force 
and rapidly expanding productive capacity. 
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AMERICA’S HAVES AND HAVE NOTS 


To raise the output of the American economy 
and, at the same time, to achieve a broad sharing 
of our increasing abundance, are two basic and 
accepted national goals. 


Americans are proud—and rightly so—that our 
families enjoy more material well-being than those 
of any other country. At the same time, we can- 
not ignore the shameful fact that widespread 
poverty still exists in the United States today. In 
prosperous mid-1960, 7 million of our fellow citi- 
zens were dependent on charity for their exist- 
ence. In addition, the lives of nearly five times as 
many more are blighted by incomes that are just 
too low to sustain an American standard of de- 
cency. 


Who are the remaining needy in this most pro- 
ductive and highly favored land? How have our 
lowest income families been sharing in the over-all 


postwar income rise? Why does: poverty persist 
after so many years of boom? What should we 
now be doing to eradicate this blight? 


These are appropriate questions for nationwide 
debate at all times, and particularly at election 
time. Nonetheless, there is real danger that the 
plight of our lowest income families will be largely 
ignored or at least obscured in public discussions 
from now to Election Day. 


In the first place, it is evident that Republican 
spokesmen are now trying to sweep unpleasant 
economic realities under the rug with the slogan, 
“We never had it so good.” In fact, they imply 
that those of us who even dare talk about. poverty 
in 1960 reveal “despair and doubt” about the 
greatness of America. Of course, this is sheer 
nonsense of a very dangerous sort. 


What is more, some Democrats are obscuring— 


“The test at our progress is 

~ not whether we add more to 

4 the abundance of those who 
_ have much: it is whether we 
provide enough for those who 
have too little’ F.D.R. 
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although unintentionally—the impoverishment of 
our lowest income families. In a well-meaning 
effort to focus more attention on the critical need 
for greater public outlays for schools, slum clear- 
ance, health facilities and the like, they too talk 
glibly about a “private glut” of goods and services 
and insist that American homes are already “clut- 
tered with gadgets.” Of course, this kind of exag- 
geration leaves the false impression that all Amer- 
icans are now enjoying the rewards of our so- 
called “affluent society.” 


The truth is that although some families indeed 
have an excess of material wealth, the income of 
far too many millions of other families is still too 
low to provide even the bare necessities of life. 


Surely it is time to take a good hard look at the 
facts. 


On the basis of the family income studies of the 


U. S. Department of Commerce, this is what we 
find :* 


How “Averages” Deceive 


1. The rise in the family income “average” in 
current dollars does, indeed, give the impression of 
a very rapid increase in the well-being of all Amer- 
icans (Table 1). In the 30-year span from 1929 to 
1959, the average family personal income rise was 
almost 180%. In the 12 years since 1947—-when 
reconversion from war was just about complete— 
the rise was 58%. 


However, when we look at this income rise in 
terms of 1959 dollars—real money, since its pur- 
chasing power is the same for the years compared 
—the gain is much less spectacular. Since 1929, 
real family incomes have gone up only 44%; and 
this is before taxes. Since 1947, they have gone 
up 23%, a rate of 134% a year over the 12-year 
postwar period. 

It is worth noting that about one-third of the 
30-year span had elapsed before average real fam- 
ily income was restored to the level that existed 
before the Great Depression back in 1929 (see 
Chart on page 47). Furthermore, progress since 
1947 has been held back by three recessions—in 


*Unless otherwise indicated, all income statistics used 
are based on studies of the Staff of the National Income 
Division of the U. S. Department of Commerce, which 
appeared in the Survey of Current Business in April 1960 

in earlier reports. In these studies, the term “Family” 
includes both multi-person and single Sige families, i.e., 
unattached individuals not living with relatives not 


institutional inmates. “Income” includes the value of food 
raised and consumed on farms and the imputed value of 
dwellings occupied by owners. 


1949, 1954, and 1958. And even today, although 
over-all personal family incomes are at a peak, 
progress again is being retarded by unemployment 
and our inability to utilize our vast productive 
capacity fully. 

2. Despite the encouraging—although insufi- 
cient—rise in real family incomes to a record 
$6,520 in 1959—“‘on the average”—too many of 
our 5514 million families lag dangerously below 
the average. 

For example, the 2.9 million families with in- 
comes of $15,000 and over—the top 5%—obtained 
$75 billion, 21% of the family income total. 

On the other hand, last year the 714 million 
families at the bottom of the ladder with incomes 
under $2,000—14% of the total—received only 
$8.4 billion, about 2% of total family income. 

8. While the income share of the Lowest Fifth 
of our families rose slightly from the mid-1930’s 


TABLE | 
“Average” Family Income Before Taxes 
1929 to 1959 

“Average” Income Per Family 
Year in Current Dollars In 1959 Dollars 
1929 $2,340 $4,100 
1935-36 1,631 3,620 
1941 2,209 4,510 
1944 3,614 5,710 
1947 4,130 5,290 
1949 4,170 5,080 
1950 4440 5,340 
1951 4,900 5,530 
1952 5,120 5,650 
1953 5,390 5,900 
1954 5,360 5,800 
1955 5,640 6,080 
1956 6,010 6,370 
1957 6,220 6,410 
1958 6,260 6,330 
1959 6,520 6,520 


to 1944, this hopeful trend did not continue after 
World War II. In fact, the shockingly small share 
of total personal income received by this neediest 
segment (4.9% in 1944) now shows a downward 
trend. 


Furthermore, if income from capital gains and 
the misuse of expense accounts—which goes al- 
most entirely to the well-off—were included in the 
official Commerce Department statistics, the dis- 
parity in the incomes of the favored families at the 
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top and of the neediest at the bottom would be 
revealed as even more extreme. 


4. Despite painful outcries from the highest in- 
come group, the Federal tax bite has had sur- 
prisingly little effect in reducing their dispropor- 
tionately high income share. 


5. Although the general income rise has grad- 
ually reduced the percentage of our families who 
live in dire poverty, conclusive evidence shows 
that, on the basis of any reasonable measurement, 
over 20% of all Americans—more than 40 million 
men, women and children—still live at a substand- 
ard income level today. 


Who Gets What Share? 


A look at Table II reveals startling facts which 
the family income “averages” of Table I obscure. 


In 1958, the latest year for which a breakdown 
of income by shares is available, the Fifth of our 
families at the bottom of the ladder—the lowest 
income 20%—were receiving only 4.7% of total 
personal income. In the same year, the highest 
20% enjoyed 45.5% of the total; and the Top 5% 
took 20.2%. 
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Besides the gross inequality in income shares 
which Table II reveals, it shows that the share of 
the neediest Fifth—so hopefully rising from the 
mid-1930’s through the war. years—has leveled 
off and, actually, has been going down. 


It is important to note that while the real in- 
come of all categories gradually moved up between 


1935-36 and 1944, the greatest proportionate gain 
in this period was being made by families in the 
Lowest and Second Fifths. Their real income rose 
86% and 88% respectively as a result of a com- 
bination of high employment, controlled prices, 
and the commencement of payment under our 
newly enacted social security system. In contrast, 
the real income of the Highest Fifth was improved 
by 40% and the Top 5% by only 23%. (Table III) 


It was this proportionately greater-than-aver- 
age gain for the neediest, and gains for the middle 
income categories as well, that accounted for a fall 
in the share of the Highest Fifth from 51.7% in 
1935-36 to 45.8% in 1944. Meanwhile, the share 
of the Lowest Fifth rose from 4.1% to 4.9%. 


In the postwar years, however, even this too 
slow trend towards a fairer income share for the 
neediest has been reversed. Whereas between 
1944 and 1958, the average real income of the Top 
5% rose 8%, the Highest Fifth by 10% and the 
middle Fifths by 12%, the rise of the neediest 
Fifth was least of all—only 6%. 


Recently, a syndicated newspaper columnist 
answered the question, “Are the rich getting rich- 
er?” with the comforting reply: “Yes, but so 
are the poor.” Actually, between 1944 and 1958, 
the average real income rise of the neediest Fifth 
of our families was $80, while the rise for the 
Top 5% (with average 1958 incomes of $25,280) 
was $1,900. This is spreading “richness” pretty 
thin—at the bottom. As a result of this kind of 
“sharing,” the portion of personal income going 
to the lowest Fifth, as we have seen, in reality 
is going down. 


It is also important to note that even the divi- 
sion of income shares shown in Table II actually 
understates the affluence of the families at the 


TABLE Il 


How Total Family Income Was Shared 
Before Taxes 1935-36, 1944 and 1958 


Families 


1935-36 Average Income 


1944 1958 
(Percent) (Percent) 


by Fifths (Percent) Per Family, 1958 

Lowest 4.1% 4.9% 4.7% $ 1,460 

2nd 9.2 10.9 11.1 3,480 

3rd 14.1 16.2 16.3 5,110 

4th 20.9 22.2 22.4 7,020 

Highest 51.7 45.8 45.5 14,250 
Total 100.0 100.0 100.0 6,260 Avg. 

Top 5% 26.5 20.7 20.2 25,280 
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top. While the average of $1,460 for the Lowest 
Fifth in 1958 (less than $25 per week) was hardly 
sufficient to provide necessities even for a single 
person family, it is safe to assume that the $25,280 
average reported for the families in the top 5% 
by no means accounts for all of their actual income. 


Under-Reporting At the Top 


The understatement of the income of our weal- 
thiest families is due to the fact that the official 
personal income calculations of the Department of 
Commerce exclude billions in profits from the sale 
of corporation stocks, real estate and other assets, 


TABLE Ill 


The Rise in Real Family Income By Fifths, 
1935-36 to 1944 and 1944 to 1958 


1935-36 

to 1944 1944 to 1958 
Families by Fifths (Percent) (Percent) (In 1958 Dollars) 
lowest 86%, 6%, $ 80 
2nd 88 12 390 
3rd 82 12 540 
4th 67 12 740 
Highest 40 10 1,330 
Average 58 1 620 
Top 5% 23 8 1,900 


the so-called “capital gains.” In addition, expense 
account outlays which actually are used for per- 


sonal purposes, are also absent from the official 
income total. 


Wealthy families have a powerful incentive 
to obtain as much income as possible from capital 
gains because the maximum Federal tax rate on 
these kinds of profits is only 25%. Yet gains from 
this kind of property sale have risen enormously 
during the postwar years because of the rise in 
real estate and stock values. What is more, a host 
of legal but ethically questionable schemes—like 
the “stock option” gimmick to provide fast-low- 
tax profits for corporation executives—have been 
developed. Because of. these factors, the unre- 
ported income from capital gains has grown enor- 
mously during the postwar years. 


As for so-called expense accounts which actually 
are used for lavish personal expenditures—the use 
of company cars, planes and hunting lodges and 
the patronage of plush restaurants, night clubs 
and theatres at company expense—these, are not 
counted as income and, of course, involve no tax 
obligation at all. 


According to responsible estimates, over $10 
billion annually has been received via capital gains 
and illicit expense accounts during recent years. 
None of this appears in the official Commerce 
Department income totals and almost all of it 
accrues to America’s top income group. Thus, it is 
evident that the 20.2% income share of the Top 
5% shown in Table II is a considerable under- 
statement of the facts as is the $75 billion “offi- 
cially” reported as the income share of these 
families for 1959. 


Among these favored families a “private glut” 
of goods and services may, indeed, be assumed to 
exist. 


Taxes and Income Shares 


Up to this point we have been talking about the 
disparity between family’ income and income 
shares before taxes. Table IV looks at the income 
distribution after Federal taxes and reveals some 
surprising facts. 


Despite the widely held view that the steep pro- 
gressive rates of the Federal income tax drasti- 
cally “level down” the income share of our highest 
bracket families, this, too, is an illusion. 


In 1958, the before tax share of the Highest 
Fifth of our families by income was 45.5% of the 
total; but their after tax share—43.7%—shows 
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TABLE IV 


How Total Family Income Was Shared in 
1958, Before and After Federal Income Tax 


Income Share 


Families by (Percent) Tax Rate on Income 


Fifths Before Tax After Tax (Percent) 
Lowest 4.7% 5.0% 3.2% 
2nd tt. 11.6 5.5 
3rd 16.3 16.9 6.8 
4th 22.4 22.8 8.3 
Highest 45.5 43.7 13.3 

100.0 100.0 
Top 5 Percent 20.2 18.2 18.6 


only a slight decline. Even for the Top 5% the 
drop is astonishingly small. 


For those familiar with the devices discovered 
by families with substantial income—or by their 
lawyers—to minimize the effect of high tax rates, 
this fact comes as no surprise. 


Despite heart-rending complaints about alleg- 
edly “confiscatory” tax rates, the highest rates 
generally apply to very little of the income of the 
wealthiest and, sometimes, to none of their income 
at all. Income splitting between husbands and 
wives, depletion al:owances, the tax-free status of 
interest received on state and local bonds, and a 
score of other such loopholes account for the fact 
that in 1958 only 18.6% of the income of the Top 
5% went to Uncle Sam.? 


Indeed, the after tax share of our wealthiest 
families has actually risen in recent years. From 
1953 to 1958, the share of the Highest Fifth rose 
from 42.6% to 43.7%, after taxes, whereas the 
share of the bottom Fifth fell from 5.3% to 5.0%. 


Passage of the Revenue Act of 1954—with its 
happy bonanza for those who enjoy substantial 
income from dividends—is a major factor ac- 
counting for this upward after-tax trend in the 
income share of our wealthiest families. Between 
1953 and 1958, the Federal tax rate on the income 
of the Highest Fifth actually dropped from 15.1% 
to 13.3%. 


Furthermore, a proper analysis of income dis- 
tribution after taxes should take account of the 
impact of state and local taxes as well as of Fed- 
eral levies. It is an established fact that the sales, 
property and payroll taxes on which state and 
local revenue primarily depend, are “regressive” 


* Federal Taxes ... A Handbook on Problems and Solu- 
tions, by the AFL-CIO Department of Research. 


—they take more, proportionately, of the income 
of the poorest than of the well-off. 


In other words, if all the facts were available to 
show income shares after all taxes—Federal, state 
and local—it is logical to conclude that the after- 
tax share of the Lowest Fifth would be even lower 
than is shown in Table IV and the share of the 
Highest Fifth would be even higher. 


Personal Wealth Even More Tightly Held 


It is worth noting that the ownership of per- 
sonal wealth is even more tightly concentrated in 
the hands of the few than is the flow of current 
income. 


In 1953, according to a recent study of the Na- 
tional Bureau of Economic Research, 30% of the 
country’s personal wealth was owned by the top 
1.6% of the adult population of the United States. 
In that year, they “. .. owned at least 80% of the 
corporate stock held in the personal sector, vir- 
tually all of the state and local bonds, nearly 90% 
of corporate bonds and between 10% and 35% of 
each type of other property .. .” 8 


It is natural to wonder why personal wealth 
holdings are even more highly concentrated at the 
top than current income shares. Part of the an- 
swer is the fact that a large portion of personal 
wealth is held in real estate and consumer durables 
—like residences and yachts, for example—which 
are owned for enjoyment and not for income pro- 
ducing purposes. In addition, a vast part of the 
holdings of the wealthiest is held in securities and 
real estate from which current income is viewed 
to be of little importance as compared to potential 
future profits on which, as we have seen, only a 
small capital gains tax will be levied after ultimate 
sale. 


*“Changes in the Share of Wealth Held by Top Wealth 
Holders, 1922-1956,” Occasional Paper No. 71. 
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AD CASH INCOME 
x UNDER $1,500 


According to the National Bureau’s study, per- 
sonal wealth ownership was even more concen- 
trated in 1956, the latest year reported, than in 
1953. 


From 1929 until the early postwar years, the 
concentration of personal wealth in the United 
States, like the income share of the 5% of our 
families at the top, was slowly but surely de- 
clining. During the last decade, however, this 
wholesome trend has been reversed. 


In his second Inaugural Address, Franklin D. 
Roosevelt said: 


“The test of progress is not whether we add 
more to the abundance of those who have too 
much; it is whether we provide enough for 
those who have too little.” 


In the near quarter century since these words 
were spoken, it is true that most Americans have 
considerably improved their income status. Yet, 
the fact that so many of our families still have too 
little to meet basic needs must be a matter of 
grave concern for all who are truly devoted to the 
welfare of their country. 


Measuring Substandard Income 


Below what level of income should an American 
family be viewed as poor? 


There is no tidy or simple answer. 


Clearly, the minimum income need of a family of 
five or six is far greater than that of a single per- 
son household or of a family of two. The require- 
ments of the young and old are not alike. The cash 
needs of a city family are not identical with one 
that lives on a farm, although the gap is rapidly 
narrowing. Besides, each year the number of rural 
Americans continues to go down. 


Even if an acceptable definition of a minimum 
family income could have been reached back in 
1949 when the Sub-committee on Low Income 
Families of the United States Congress began its 
study of the problem, should the level now be ad- 
justed upward only to account for higher 1960 
living costs? Should it not also be raised to reflect 
the generally higher living standards of most 
Americans today? 


Recently, a thoughtful study of low income 
families was made by Professor Robert J. Lamp- 
man of the University of Wisconsin for the Joint 
Economic Committee of the United States.‘ 


For the purpose of his investigation, Professor 
Lampman uses a cash income of $2,500—admit- 
tedly far below an “adequate” income level today 
—as a cut-off below which he considered a fam- 
ily of four in “low-income status” in 1957. 


To adjust this minimum to families of varying 
size, he used Bureau of Labor Statistics criteria of 
relative need and came up with a minimum income 
ranging from $1,157 for a single person family to 
$3,750 for a family of seven or more. 


Based upon this stringent definition, 32.2 mil- 
lion Americans—19% of the total—were found to 
be “low-income persons” in 1957, a generally pros- 
perous year. 


Dr. Lampman’s yardstick only takes account of 
our fellow citizens in the most dire need. It ex- 
cludes millions more whose incomes just don’t 
measure up to the minimum needed to sustain an 
American concept of decent family living. 


According to a more reasonable yardstick of 
the U.S. Department of Labor, a city worker’s 
family of four would require at today’s prices 
about $4,800 to maintain what is viewed as a 
“modest but adequate standard of living.” 


However, according to family income studies 
of the Bureau of the Census for 1958, the latest 
year available, one-third of American families of 
four had incomes below this level. 


*“The Low-Income Population and Economic Growth,” 
Study Paper No. 12, December 1959. 
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Actually, thirty-six million Americans were 
living in households of two persons or more that 
had incomes in 1958 of under $3,000 (less than $58 
weekly before taxes). 


Another 51% million single person families — 
individuals not living with relatives or in institu- 
tions—were living on incomes of under $1,500 
(less than $29 per week, before taxes). 


In all, 41% million Americans were in these 
clearly substandard income categories in 1958— 
24% of the entire population. What is more, these 
families included more than 1814 million children 
under 18 years of age—22% of the total. 


Even if allowance is made for progress since 
1958, the conclusion is inescapable that today at 
least 20% of all Americans—one-fifth of the na- 
tion—live close to the poverty line—or below it. 


Who Are the Lowest Fifth? 


A growing national economy, with greater op- 
portunities for more and better jobs which growth 
’ alone can bring, is the major factor that accounted 
for higher real incomes for most families during 
the postwar years. Many who were in the Lowest 
Income Third at the end of the War have shared 
in the upward progress; from 1947 to 1958, fam- 
ilies of 2 or more with real incomes of less than 
$3,000 (in 1958 dollars) dropped from 34% of all 
families to 24% of the total. 


Yet, even in the best of times, substantial pov- 
erty has persisted. What are the special factors 
that keep so large a part of the population ata sub- 
marginal income level in the richest nation of the 
world? What handicaps hold them down? 


Professor Lampman’s study in 1959 of the hard 
core of America’s neediest families confirmed the 
findings of the Congressional Subcommittee on 
Low Income Families of five years earlier—that 
most of the adults among the poor are as blame- 
less as their children for their misfortunes. 


As Professor Lampman dug deeply into the 
causes of the low income status of the poorest 
32.2 million Americans in prosperous 1957, he 
found that most of them suffered from more than 
one of the following handicapping characteristics: 


Twenty-one million—two-thirds of the total— 
were members of the families of employed per- 
sons. In most cases, the breadwinner was faced 
with the choice of a job at relief level wages, or 
no work at all. In others, irregular employment 
was a factor due to seasonal work, plant shut- 
downs, sickness or injury, or other reasons. 


Eight million—25% of all these low income 
persons—were 65 years of age or older. (Even in 
mid-1960 the average social security benefit for a 
retired person was less than $17.25 per week.) 


Almost six and a half million—20% of the total 
—were non-white. 


Eight million—25% of this lowest income part 
of the population—were members of family units 
headed by females. 


Twenty-one-million—67% of our poorest—lived 
in families headed by persons whose education had 
stopped at the 8th grade or sooner. (In large meas- 
ure, this reflects the high percentage of the aged 
and of non-whites in the lowest income group.) 


Thus, low wages and irregular employment, 
dependent old-age, inadequate education, discrim- 
ination because of color, broken homes and house- 
holds in which the male breadwinner has become 
incapacitated, are major poverty causes. 


About half of our lowest income multi-person 
families lived in urban centers; the remainder 
lived on farms or in rural areas, with a large con- 
centration in the south. Almost two-thirds of the 
neediest unattached individuals lived in cities. 


Poverty is particularly acute in areas of chronic 
unemployment and under-employment which now 
exist in more than one-half of the states. Writing 
about the ten-state Appalachian Region, which 
is acutely distressed because of the decline in coal, 
it was recently said: 


“Tens of thousands of Americans live in appall- 
ing poverty. Live? No, they hardly exist. Whole 
counties are precariously held together by a flour- 
and-dried-milk paste of surplus foods. The school 
lunch program provides many children with their 
only decent meals. Relief has become a way of life 
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for once proud and aggressively independent 
mountain families.” © 


In all, about 11 million of the 32.2 million of our 
poorest in 1957 were children under 18 years of 
age. Life for these youngsters is started in a 
condition of “inherited poverty.” 


Ending Femily Want 


The circumstances which still hold so many 
Americans in poverty make it evident that their 
plight will not be ended by general prosperity and 
higher family income “averages” alone. 


The great productive potential of our economy 
and the ingenuity of the American people provide 
the means—for the first time in human history— 
to quickly eradicate poverty and all of its evil 
consequences if we have the will to use them to 
this end. But, to do it, requires the mounting of a 
major Point IV program concentrated on aiding 
the less affluent here at home. 


Many of those now existing at substandard lev- 
els cannot be expected—as we have seen—to raise 
their living standards through their own efforts 
alone. Many others, on the other hand, can and 
will secure a higher status by themselves if given 
an opportunity to improve their skills and to 
obtain employment at decent pay. 


To meet both problems, a more intensive pro- 
gram of cooperative private effort and public ac- 
tion—at the national, state and local levels—must 
now be launched. In many cases, we must improve 
existing programs; in others, new forms of attack 
upon the stubborn problem of poverty will have to 
be devised. 


(1) To improve the ability and motivation of 
poorer persons to help themselves, we must: 


Provide a higher minimum standard of school- 
ing for all Americans so that low educational 
levels, on which poverty breeds, no longer will 
be self-perpetunting. 


Eliminate any vestige of discrimination in 
employment opportunities based upon color, 
race or creed. 


Extend the right to organize and to bargain 
collectively to all American workers. 


Aid chronically distressed industrial and rural 
areas with a comprehensive program to expand 
employment opportunities. 


aa" Washington Post and Times Herald, August 7, 


(2) To raise the incomes of those who are at a 
disadvantage in obtaining a fair return for their 
labor in the market place, we must: 


Extend minimum wage coverage to millions 
now unprotected by Federal or state laws and 
establish rates reflecting rising minimum needs 
in an increasingly productive economy. 


Restore the farm families who raise the na- 
tion’s food and fibre to a fair participation in our 
rising national income. 


(3) To aid the dependent aged, the unemployed, 
our broken families, the injured and the sick— 
who account for so many of our neediest today— 
we must improve our social security system so 
that it truly protects all Americans from the worst 
hazards of modern life. Laws must be enacted 
and benefits and coverage must be raised so that: 


The aged and dependent widows and children 
can live in dignity and decency. 


The unemployed and their families can main- 
tain adequate living standards. 


The industrially disabled and the dependents 
of the fatally injured receive just compensation 
for their loss. 


All American families can obtain prepaid 
medical care and insured income support during 
illness and disability. 


(4) Finally, the unjust tax burdens now borne 
by the Lowest Income Fifth—through sales taxes, 
payroll levies and other devices which have no 
bearing upon ability to pay—should gradually be 
eliminated at all the levels of government. 


In a growing economy, already producing at a 
rate in excess of $500 billion worth of goods and 
services a year, we can afford an adequate na- 
tional defense, expanded outlays to meet the 
growing needs of civilian services in the 
public sector, and a crusade to finally abolish 
poverty as well. 


As the Subcommittee on Low Income Families 
of the Congress concluded: 


“The problems of low income, although numer- 
ous and complex, are not insurmountable. We 
have the wealth, the human and material re- 
sources, the skills, and the free institutions to 
solve them. We can solve them if we have the will 
and the desire to put forth the necessary effort.” 


In this election year, it would be appropriate to 
ask all candidates if they, too, are committed to 
see that this effort is put forth, 
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WAGE POLICY FOR AN 
EXPANDING ECONOMY 


Economic activities are declining once again 
and unemployment is rising in 1960, only two 
years after the 1958 recession. A major reason 
for this situation is that people have not been 
able to buy enough of the consumer goods and 
services that can be produced. 


Increases in the buying power of wages and 
salaries are essential for a prosperous America. 


Rising real incomes for wage and salary earn- 
ers are needed to provide working people with a 
share of the gains of improving productive ef- 
ficiency. They are necessary for the growth of 
consumer markets—the national economy’s mass 
consumption base. 


Goods are produced for sale to customers who 
can pay the price. 


When production outpaces sales, goods pile up 
in warehouses and on store shelves, production is 
cut back, some workers are laid off and many 
others are placed on part-time schedules. 


The economy’s ability to produce more goods, 
more efficiently, is continuously increasing, as 
productivity rises and the labor force grows. If 
America is to be prosperous, sales must increase, 
along with the economy’s improving ability to 
produce. 


The major groups of customers for the products 
of the American economy are consumers, govern- 
ment (federal, state and local), business and in- 
ternational transactions.' 


In recent years, about 65% of all the goods and 
services produced by the American economy has 
been bought by consumers as food, clothing, auto- 
mobiles, furniture, appliances, repair and laundry 
services and similar products. An additional 4% 
to 5% of total national production has gone for 
home-building. 


*For a detailed account of the economy’s major cate- 
gories of customers, see the September 1960 issue of La- 
bor’s Economic Review. 
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Approximately 70% of the nation’s total out- 
put has been directly related to consumer buying 
power. 


The consumer, therefore, is the American econ- 
omy’s main customer. Even if government spend- 
ing should rise very sharply in the next few years, 
it is likely that consumer markets for goods, serv- 
ices and housing will still account for about two- 
thirds or more of total national production in the 
late 1960s. 


In addition, business purchases of plants, ma- 
chines and inventories—which account for 10% 
to 11% of the nation’s total output—depend 
largely on the state of consumer markets. Busi- 
nessmen invest money in new plants and ma- 
chines, with the expectation that consumer and 
government buying will expand enough to absorb 
the rising production. A continuing rise of busi- 
ness investment, without booms and busts, re- 
quires a high level of business operations and 
increasing sales. 


Consumer spending depends on family incomes, 
savings and loans. When incomes are rising and 
people feel optimistic about the future, consumer 
buying usually increases. 


Since the overwhelming majority of Americans 
work for wages and salaries, labor income is the 
main source of consumer income. Wages and 
salaries have accounted for approximately 70% 
of total personal income in recent years. They 
have also been a major source of tax revenues, 
which federal, state and local governments use for 
their purchases of goods and services. 


Wages and salaries, therefore, are a key factor 
in the American economic system. They account 
for the well-being of the vast majority of families. 
They are also the foundation for a large part of 
the economy’s operations. 


Why Sales Must Increase 


Rising sales are essential in an economy whose 
productive efficiency and labor force are increas- 
ing. 

The efficiency of production is almost continu- 
ously improving. Output per manhour in the total 
non-government part of the economy has been ris- 
ing at an average yearly rate of about 3.1% to 
8.4% since 1947, according to the Department of 
Labor. The average yearly pace of rising pro- 
ductivity may be about 314% to 4% or more in 


the period ahead, if automation continues to 
spread and if the economy operates in high gear. 


The rise in the volume of goods and services 
produced in a manhour of work means that the 
same amount of production as last year can be 
produced with fewer employees. If widespread 
layoffs are to be avoided and if employment is to 
remain the same as last year, sales and produc- 
tion must increase. 


But if employment merely stays the same from 
one year to the next, the number of jobless people 
will increase. The reason for this seemingly 
strange proposition is that the labor force (all 
persons, employed and unemployed, who are will- 
ing and able to work) is expanding. New job 
opportunities are needed each year to provide em- 
ployment for those who enter the labor force. 


In the decade from 1949 to 1959, the labor force 
grew 8.2 million—an average yearly increase of 
820,000 or 1.2%. In the 10 years from 1960 to 
1970, the Department of Labor expects the labor 
force to expand by 13,500,000—an average annual 
rise of 1,350,000 or 1.7%. 


On the basis of the government’s expected 
growth of the labor force in the 1960’s, about 
26,000 new job opportunities will be needed each 
week, for 10 years, if unemployment is to be 
held down. 

Sales and production, therefore, must rise to 
prevent widespread layoffs in an economy whose 
productivity is increasing rather rapidly. They 
must rise even faster to provide new job oppor- 
tunities for a growing labor force. 


A gradual reduction of standard working hours, 
without any loss of take-home pay, can ease the 
adjustments of jobs to sales. But it cannot take 
care of more than part of the problem. Rapidly 
rising sales and production are needed—as well as 
a gradual reduction of working hours—to provide 
the basis for prosperity and full employment. 


? The slow rise of sales, production and employment, in 
the past few years, has been accompanied by some slow- 
down in the pace of rising productivity. President Eisen- 
hower’s Economic Report of Janugry 1958, states that in 
the 10 years from 1947 to 1957, “according to one mode of 
computation ... the aver annual increase in output per 
manhour paid was 3.4% during the postwar decade, and 
the average for output per manhour worked was 3.9%.” 
A higher level of economic activities in the period ahead 
may bring the rate of rising productivity back to the 1947- 
1957 pace or somewhat more. 
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The needed rise in sales and produetion can 
come, in part, from substantial increases of fed- 
eral, state and local government spending to 
meet the need for more adequate national defense 
and public services. Increased business invest- 
ment in new plants and machines is likewise 
needed to add to the economy’s ability to produce. 
But at the foundation of the economy is the con- 
sumer, who accounts for about 70% of total na- 
tional production. And substantial increases of 
consumer spending are required, if sales and pro- 
duction are to rise fast enough to maintain pros- 


perity. 


The buying power of wages and salaries must 
rise at a substantial pace in the 1960s to provide 
a sound foundation for full employment in an 
economy whose productive efficiency is increasing 
and whose labor force is growing. 


Slow Rise of Buying Power Since 1956 


In the past several years, the rise of consumer 
buying power has been slowing down considerably. 
This slow-down is a threat to the continued 
improvement of living conditions of millions of 
families in low- and middle-income groups. It also 
presents a danger that consumer markets may fail 
to expand fast enough for the required rise of 
sales. 


This slow-down in the rise of consumer buying 
power can be seen in the government’s figures on 
the average buying power of total after-tax per- 
sonal income of each man, woman and child in the 
population. 


From 1947 to 1956, the buying power of per 
capita after-tax, personal income rose from $1,509 
to $1,849 — an average yearly increase of 2.3%. 
In the four years from 1952 to 1956, the aver- 
age yearly rise was 2.4%. But in the next four 
years from 1956 to 1960, the buying power of 
after-tax personal income per person increased 
only from $1,849 to an estimated $1,936 in 1960— 
an average yearly rise of 1.2%. (All figures are 
in constant 1959 dollars to eliminate the effect of 
price changes.) 


An important cause of this slow-down has been 
the increase of unemployment, due to an insuffi- 
cient rise of sales. The number of jobless has been 
increasing almost steadily since 1953. But it is 
not the only cause. The increase in the buying 
power of employed workers has also been slowing 
down. 


RISE OF CONSUMER BUYING POWER 
HAS BEEN SLOWING DOWN 
Buying Power 


Of Per Capita 


After-Tax Personal Income* 


1947 $1,509 
1952 1,680 
1956 1,849 
1960** 1,936 


* In constant 1959 dollars. 
** Average for first 9 months. 
SOURCE: Council of Economic Advisers. 


The buying power of the average weekly earn- 
ings of factory production and maintenance work- 
ers, for example, rose from $65.15 in 1947 to 
$85.73 in 1956—an average yearly increase of 
3.1%. In the four years from 1952 to 1956, it rose 
by an average yearly rate of 3.5%. In the next 
four years, however, it rose merely to an estimate 


AVERAGE 


YEARLY RISE 


3.1; 


The average yearly rise in the buying power of the straight-time 
hourly earnings of factory workers slowed down to only about 1.8%, 
from 1956 to 1960. In the previous four years, from 1952 to 1956, 
the average yearly rise was 3.7%, and in the years from 1947 to 
1956, the average annual increase was 3.1%. 


of $89.88 in 1960—an average annual increase 
of only 1.2%. (All figures are in constant 1959 
dollars.) 


This substantial cut-back in the pace of the 
rising buying power of factory workers’ weekly 
earnings is the result, in part, of spreading part- 
time work schedules in many industries. In addi- 
tion to reduced work-week schedules, however, 
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REAL HOURLY EARNINGS 


Buying Power 
Of Factory Workers’ 
Straight-Time Hourly Earnings* 


1947 $1.56 
1948 1.59 
1949 1.63 
1950 1.72 
1951 1.72 
1952 1.77 
1953 1.86 
1954 1.91 
1955 1.98 
1956 2.05 
1957 2.08 
1958 2.10 
1959 2.15 
1960** 2.20 


* In constant 1959 dollars. 
** Average for first 9 months. 
SOURCE: U.S. Department of Labor. 


there has also been some slow-down in the rise of 
the buying power of hourly earnings. 


From 1947 to 1956, the buying power of the 
straight-time hourly earnings of factory workers 
rose by a yearly average of 3.1%-—from $1.56 to 
$2.05 (in constant 1959 dollars). In the four 
years from 1952 to 1956, it rose by an average 
yearly rate of 3.7%. But between 1956 and 1960, 
it increased by an average yearly rate of only 
about 1.8%—from $2.05 to an estimated $2.20 
(in constant 1959 dollars). 


The slow-down in the rise of buying power has 
affected many other groups of wage and salary 
earners, in addition to factory workers. Many 
millions of working people in various industries 
and occupations have seen the buying power of 
their incomes rise at a very slow pace in the past 
several years, as a result of extended joblessness 
during the course of a year, reduced work-week 
schedules and a slow increase in the buying power 
of their basic earnings. ‘ 


The increase in buying power of the nation’s 
total wage and salary income—which includes the 
high salaries of executives and supervisors—has 
also slowed down, indicating the national trend of 
a considerable slow-down in the rise of consumer 
buying power. 


From an average yearly rise of 4.8% in 1947- 
1956, and an average annual increase of 4.7% in 
the four years from 1952 to 1956, the buying 
power of total wage and salary income has slowed 
down to an average yearly pace of about 2.6% 
from 1956 to 1960. 


This considerable slow-down in the rising buy- 
ing power of wages and salaries has meant a 
slow-down in the expansion of consumer mar- 
kets. Thus far, these markets have been bolstered, 
in part, by a sharp rise of installment loans. But 
installment buying cannot continue indefinitely 
to make up for a large portion of the slower rise 
of buying power. 


If the slow-down in the rise of buying power 
continues, consumer markets will weaken and 
much of the foundation for a forward-moving, 
prosperous America will be missing. 


A continuing and rapid rise of sales to provide 
the basis for prosperity and full employment in 
the 1960s requires a greater pace of increase in the 
buying power of wages and salaries than in the 
past four years. Effective collective bargaining 
and special government efforts should aim at 
achieving substantial increases in the buying 
power of wages and salaries in the period ahead. 


Substantial Boosts Needed to Maintain 
“Modest But Adequate” Standards 


A continuing rise in the buying power of wages 
and salaries is needed to provide the growing con- 


Buying Power OF Total Wage And Salary Income Has Slowed Down 


Source: U. . Department of Labor and Commerce Department 2° pactame tot 


From 1956 to 1960, the buying power of the nation’s total wage 
and salary income rose at an average yearly pace of merely about 
2.6%. In contrast, the average annual increase in the previous four 
years, 1952 to 1956, was 4.7%, and in years from 1947 to 1956, the 
average yearly rise was 4.8%. 
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sumer markets for a prosperous national economy. 
For many millions of wage and salary earners, 
substantial increases in their earnings are needed 
to enable their families to enjoy an American 
standard of living. 


Among these millions of low-income workers 
are migratory farm workers—the most exploited 
group of working people in America. In addi- 
tion, there are numerous other groups of work- 
ing people in retail stores, the services, wholesale 
trade, distribution and substantial numbers of 
low-wage workers in clerical occupations, manu- 
facturing and construction, whose families can- 
not achieve a modest standard of living from the 
inadequate earnings of their breadwinners. 


A recent report by the Department of Labor’ 


indicates that a large percentage of workers— 
including some workers in America’s most pros- 
perous industries—do not earn enough to main- 
tain a four-person city family on a “modest but 
adequate” standard of living. 


The government agency’s estimated cost of 
maintaining such a living standard, based on a 
survey of 20 large cities and suburbs in the 
autumn of 1959, ranged from $5,307 a year in 
Houston to $6,567 in Chicago. The average esti- 
mated cost was $6,130 a year for the 20 large 
cities and suburbs, at the prices of the autumn 
of 1959.8 


The average cost of $6,130 a year is equal to 
$118 per week, for 52 weeks. In contrast, average 
weekly earnings in 1959 were $97.10 for factory 
workers in heavy-goods industries; $79.60 for 
factory workers in soft-goods industries; $115.28 
for building construction workers; $67.06 for re- 
tail store workers; $68.07 for workers in banks 
and trust companies; $47.44 for hotel workers; 
and $46.45 for laundry workers. In addition, the 
vast majority of construction workers and many 
other groups of workers, as well, fail to obtain 52 
full weeks of employment per year. 


Strong unions and effective collective bargain- 
ing have brought substantial increases in work- 
ers’ earnings and lifted their living conditions. 
This process, of course, will continue in the period 
ahead to raise the earnings of working people. 

Many of the low-paid occupations, however, are 
unorganized or weakly organized. Significant 
improvements in the earnings of these workers 


*For a detailed account of the City Worker’s Famil: 
Budget, see the August 1960 issue of the AFL-CIO C 
lective Bargaining Report. 


require the extension of strong union organiza- 
tion and collective bargaining, as well as special 
government efforts to raise the legal minimum 
wage from $1 to at least $1.25 an hour and to 
extend coverage of the federal minimum wage to 
millions of low-wage workers who are now ex- 
cluded from the protection of the federal mini- 
mum wage law. Special government efforts are 
also needed to protect the wages and conditions 
of migratory farm workers. 


Rising Productivity Reduces Wage Costs 


How can the needed increases in the buying 
power of wages and salaries be achieved? Much 
of the answer is to be found in the nation’s rapidly 
rising productivity. 


Every year, on an average, Americans produce 
more goods and services in each hour of work. 
Output per manhour increases through the devel- 
opment of labor skills, improved machines, better 
raw materials and more efficient flow of work 
from one operation to another. Competition and 
trade unions help to keep business on its toes in 
maintaining and improving efficiency. 


When output per manhour rises, production 
costs tend to decline. Rising productivity means 
that the output in each hour of work increases. 
When output in a firm rises from 100 gadgets an 
hour to 110 gadgets an hour, the hourly wage and 
the employer’s overhead costs are spread over 10 
additional gadgets. 


When a worker, whose hourly earnings are $2, 
produces 10 gadgets an hour, the wage cost of 
producing each gadget is 20¢. If that worker still 
earns $2 an hour when he produces 20 gadgets in 
one hour, the unit wage cost drops to 10¢. 


Furthermore, as productivity increases, there is 
a tendency for overhead and other costs per unit 
to decline. When manhour output rises from 10 
gadgets to 20 gadgets an hour, the employer’s fixed 
costs are spread over the additional gadgets. The 
cost of producing each individual gadget is less 
that it was before. 


Rising productivity, therefore, means lower 
wage costs per unit of output. It usually means 
that other production costs per unit are also 
reduced. If hourly wages stay the same or rise 
slowly, as productivity increases rapidly, wage 
costs per unit of production will decline. 


When we examine the available information on 
wage payrolls and production in manufacturing, 
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for example, we find that factory production, in 
recent years, increased faster than factory pay- 
rolls. Factory workers received wage increases, 
but productivity rose faster. As as result, payroll 
costs of factory production and maintenance 
workers per unit of production in 1960 were al- 
most 5% less than in 1953 and about 4% below 
1957. 


Even when cost estimates of non-payroll fringe 
benefits, such as pension and welfare plans, are 
added to factory payrolls, it is clear that the total 
unit costs of factory production and maintenance 
workers in 1960 are no greater than in 1953 and 
less than in 1957. Despite attacks by some busi- 
ness organizations and politicians on trade unions 
in manufacturing industries as cost-raising vil- 
lains, the evidence indicates that factory wage 
costs per unit have been declining in the past 
several years. 


Sharing the Gains of Rising Productivity 


When productivity increases, there is a tendency 
for wage costs and many other costs per unit of 
production to decline. 


Who is to receive the benefits of the reduced 
production costs that result from productivity in- 
creases? How are the production-cost savings of 
rising productivity to be shared? 


When rising productivity reduces production 
costs per unit—by increasing the output pro- 
duced in one hour—business can share such 
benefits with other groups in the economy. If 
business holds most of these benefits for itself, 
the lion’s share will go only to business in the 


lud ing ‘non-payroll 
fringe benefits such as pension and insurance plans, per unit of factory production. 


* Average for first 9 months 
Source: U. §. Derartment of Labor and Federal Reserve Boord 


form of booming profits, as in the 1920s. Failure 
by business to share the fruits of industrial prog- 
ress with other groups creates economic distor- 
tions — excessively high profits and insufficient 
buying power—that are followed by production 
cutbacks and unemployment, as in the depression 
of the 1930s. In the long run, such economic 
policies have a bad effect on business, as well as 
on workers. 


In the 1920s and earlier prosperous periods, 
consumer buying power lagged behind the econ- 
omy’s improving ability to produce. Much of the 
benefits of rising productivity, in those days, went 
for business profits and the incomes of wealthy 
families. The lack of balance, between the econ- 
omy’s ability to produce and its ability to consume, 
resulted in depressions and panics, such as the 
Great Depression of the 1930s. Such booms and 
busts need not take place, if sales increase, along 
with the economy’s improving productive ability. 


From the viewpoint of economic good sense, the 
benefits of the economy’s rising productivity 
should be shared by workers, consumers and busi- 
ness. In that way, the entire nation can share— 
through rising standards of living—in the fruits 
of the economy’s increased productivity. 


All wage and salary earners should share ade- 
quately, and on a continuing basis, in the benefits 
of the national economy’s rising productivity. 
Workers in industries whose productivity is not 
improving, as well as workers in industries whose 
productive efficiency is rising rapidly, should re- 
ceive an adequate share of the nation’s industrial 
progress. 
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Most firms can afford to grant substantial wage 
and fringe benefit improvements, without any 
price increases. Some companies, whose efficiency 
is improving most rapidly, can afford to grant 
such improvements and reduce their prices. Other 
companies, in which productive efficiency is not 
improving, may have to raise prices somewhat. 
The over-all price level, therefore, can remain 
relatively stable from one year to the next, while 
wages and salaries increase. 


The average yearly percentage rise in the buy- 
ing power of workers’ hourly earnings should be 
at least equal to the annual trend of the national 
economy’s increasing output per manhour, since 
rising productivity reduces wage costs and usually 
other production costs per unit of output. 


One of the economy’s difficulties in the past sev- 
eral years is that the buying power of workers’ 
hourly earnings has risen at a much slower pace 
than the average yearly rise of output per man- 
hour during the postwar period. 


An adequate sharing of the gains of the econ- 
omy’s rising productivity cannot occur automati- 
cally. Positive policies and actions by business, 
unions and government are required to assure ris- 
ing sales, along with the economy’s increasing 
ability to produce. 


Growing consumer markets and improved living 
standards result from trade union action to im- 
prove wages, hours and working conditions; from 
government action to sustain prosperity, improve 
public services, maintain national defense, and ex- 
pand the economy’s mass consumption base; and 
from business pricing policies that yield increased 
profits from low profit margins on each item sold 
and a growing sales volume. Only through full pro- 
duction and full employment—based on growing 
markets for the sale of a rising volume of goods 
and services—can the economy’s improving ability 
to produce be the blessing it should be. 


Collective Bargaining 


The national economy’s rising productivity, 
however, is one among several factors in any 
particular negotiations between a union and an 
employer. 


An important consideration in contract negotia- 
tions, for example, is the cost of living. When liv- 
ing costs rise, the buying power of wages and 
salaries is reduced. To prevent such reduction, 
wage increases to compensate for rising living 
costs are required. In addition, increases are 


needed to raise the buying power of wages and 
salaries to provide continuing improvements in 
living conditions. 


Another important consideration in negotia- 
tions is the profits of the employer and industry. 
Trade unions generally insist on the right of wage 
and salary earners to share in the profitability of 
their employer and industry, as well as in the 
benefits of the economy’s rising productivity. 


Other important factors in bargaining include 
the unions’ attempt to bring wages, fringe bene- 
fits and general working conditions at least up to 
the level for the same kind of work in the industry 
and area, and the unions’ desire to eliminate sub- 
standard wages and working conditions. 


Wages and salaries are both the major source 
of consumer buying power for American families 
and an important cost item for business. While 
all employers like rising sales which produce 
greater profits, many employers and most business 
organizations prefer to concentrate on wages and 
salaries merely as a cost of doing business. This 
focus on wages and salaries merely as a business- 
cost is shortsighted, since rising sales depend 
largely on increasing consumer buying power, 
which requires increasing wages and salaries. 


Unless sales rise, as the economy’s ability to 
produce increases, there will be economic troubles 
for business as well as for working people. 


Rising Wages Essential 
For Growing Economy 


A continuing and substantial rise of sales and 
production is essential in the 1960s for a pros- 
perous, full-employment economy. Rapidly grow- 
ing markets are needed: 


1. to prevent large-scale layoffs and production 
cutbacks as automation spreads and, 


2. to create an average of 26,000 new job op- 
portunities each week, for the next 10 years, if 
the new entrants to the work force are to obtain 
gainful employment. 


Where is this needed rise of sales to come from? 


Increased sales to the federal, state and local 
governments—to meet the need for more adequate 
national defense and public services—can provide 
part of the answer. But rising government expen- 
ditures will largely depend on increasing tax reve- 
nues, which depend, to a great extent, on rising 
family incomes. 
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Increased sales to business for new plants, ma- 
chines and inventories can provide another part 
of the answer. But business will not boost its 
investment outlays, when considerable amounts of 
existing plants‘and machines are idle. In the long 
run, business investment outlays rise, when exist- 
ing plants and machines are operating in high gear 
as a result of increasing sales to consumers and 
government. The main incentive for rising busi- 
ness investment in new plants and machines is 
high-level operations and the expectation that 
sales will increase. 


Much of the answer, therefore, must come from 
growing consumer markets for goods, services and 
housing, which have accounted for the sale of 
about 70% of total national production in recent 
years. Without growing consumer markets, sales 
and production will not rise fast enough and un- 
employment will increase. 


Consumer markets—the base of the American 
economy—rest on the wages and salaries of work- 
ing people. If consumer markets are to grow in 
the 1960s, a continuing rise in the buying power 
of wages and salaries is needed. 


Wages and salaries are determined by collective 
bargaining between unions and employers in tens 
of thousands of firms for many millions of work- 
ers. In unorganized companies, wages and salaries 
are set by employers, but are usually influenced, 
to some extent, by collective bargaining results 
in other firms and industries. Federal, state and 
local governments are also factors in wage deter- 
mination, through the wages and salaries of gov- 
ernment employees and the setting of legal, mini- 
mum standards for wages and working conditions. 
Wages and salaries, therefore, are determined by 
union and employer policies, as well as the policies 
of government. 


A dynamic wage policy is essential for the con- 
tinued growth of a dynamic American economy. 
The forward advance of the economy requires 
rising real wages and salaries. 

Wage policy should not only enable wages to 
increase with rising prices—to maintain buying 
power and living conditions. It must also permit 
Wage and salary earners to share adequately in 
the gains of the national economy’s rising pro- 
ductivity through increased buying power and 
improved living standards. 

Wage policy should make possible a flow of 
enough consumer buying power to permit a bal- 
ance between the economy’s improving ability to 
produce consumer goods and the ability of the 
nation’s families to buy. 

For the individual family, income should be 
high enough to maintain a standard of decent 
family living and to permit continued improve- 
ments of living conditions. 

For the national economy as a whole, wage and 
salary incomes should be high enough to make 
possible the purchase of the consumer goods and 
services that the nation can produce. 

Strong unions and effective collective bargain- 
ing are essential for the dynamic wage policy that 
an expanding American economy requires. In 
addition, special government efforts are needed 
to lift the wages of the millions of low-wage work- 
ers whose wages and living conditions are far 
below standard. 

The AFL-CIO and its affiliated unions are dedi- 
cated to gaining continuing improvements in 
wages, fringe benefits and living conditions. 
Through wage policies and legislative programs, 
trade unions attempt to establish the foundation 
for an expanding and prosperous, full employment 
economy. 
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From 1951 through 1960, investment in new 
plant and equipment by all corporations and un- 
incorporated businesses in the United States ex- 
ceeded $300 billion. This record sum was spent (1) 
to replace worn out and obsolete facilities, and (2) 
to substantially expand our capacity to produce 
goods and services of all kinds. 


Unfortunately, these capital expenditures—so 
important to America’s economic growth—fluctu- 
ate widely from year to year. The gradual rise 
of the first half of the decade was interrupted by 
a fall-off in 1954. Capital outlays soared in 1956 
and reached an all-time peak of $37 billion in 1957. 
However, in 1958, they dropped to less than $31 
billion. Then, they started climbing again, but 
reached less than $36 billion in 1960, despite pre- 
dictions of a record-breaking year. And now in- 
vestment is falling once more. 


Why do plant and equipment outlays fluctuate 
so? What must be done to assure a steady capital 
expenditure rise? 


INVESTMENT AND ECONOMIC 
GROWTH 


It is evident—although some financial journals 
seem to deny it—that the major spur to invest- 
ment is the expectation by businessmen that a 
greater output of goods and services can be profit- 
ably sold. When sales lag and existing facilities 
stand idle, on the other hand, this expectation 
naturally wanes. This, in fact, is the reason why 
outlays for new plant and equipment fell off 
sharply during the recessions of 1954 and 1958. 
And it is the reason why today, with about 25% 
of our total manufacturing capacity unused, in- 
vestment outlays are heading down once again. 


During the upward swing of the business cycle 
when sales are going up, capital investment goes 
up too. However, experience has shown that even 
during recent periods of recovery from recessions, 
demand soon began to lag behind the economy’s 
expanding capacity to produce. Sales failed to 
measure up to expectations and inventories started 
accumulating. Ultimately, production was cut 
back and another recession set in, as the chart 
below shows. And even earlier, soon after sales 
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failed to show a steady rise, many businessmen 
started revising investment plans downward. 


As a matter of fact, even at the peak of our 
recent booms—when. the production index was 
scoring new highs—the output of many plants 
still hadn’t reached their maximum potential. Al- 
though manufacturers consider a 94% operating 
rate to be preferred, 14% of our total manufac- 
turing capacity was standing idle at the close of 
prosperous 1956, according to the McGraw-Hill 
Survey. At the close of 1959—when another new 
output record was in the making—15% remained 
unused, (See adjoining chart.) In short, the gap 
between demand, on the one hand, and what could 
be produced at maximum capacity, on the other, 
seldom has been completely closed except under 
the stress of national emergencies. 


Would the country be better off, then, if busi- 
nessmen were to adjust their investment plans 
to a lower but more stable rate in order to accom- 
modate a lower level of demand? 


Quite the contrary. In the face of the unlimited 
needs of our expanding population, the necessity 
to provide jobs for our growing labor force, and 
our inviolate commitment to help maintain the 
security of the free world, America must raise 
‘her economic sights, not lower them. Compared 
with the rate of economic growth of the Soviet 
bloc and of most of our Western allies as well, 
we already are falling behind. 


Lagging Demand—Lagging Investment 


What, then, must be done? 


Since outlays for new plant and equipment are 
so closely tied to business expectations regarding 
future sales, major attention must be focused on 
ways to constantly expand our sales at home. 
These normally account for 95% of all of the 
goods and services America produces and sells. 


What is more, about 70% of this domestic de- 
mand comes directly from the purchases, includ- 
ing housing, of 180 million American. consumers. 


The demand from government absorbs about 20%. 
Business investment, which in turn depends pri- 
marily on the hope of rising sales to consumers 
and to government, accounts for the rest. 


Notwithstanding, many business writers try to 
create the impression that the purchases of 56 
million American families and of government have 


little or nothing to do with the capital investment 
process. 


The Journal of Commerce, for example, viewing 
lower capital outlays with concern, sees new “‘in- 
centives for job-making investments” as the an- 
swer. Yet, neither the spur of greater demand 
from consumers nor from government is, appar- 
ently, the incentive it has in mind.? 


What, then, do these business spokesmen insist 
is needed to achieve a sustained investment rise? 


According to the Monthly Letter of the First 
National City Bank of New York, the problem is 
essentially one of “lagging profits and lagging 
growth”; yet, the obvious fact that when growth 
ends profits inevitably fall, is conveniently ig- 
nored. Another problem “directly related to eco- 
nomic progress is a pinch on funds to pay for 
new machinery and equipment,” the Monthly Let- 
ter alleges.® 


In much the same vein, the Machinery and Al- 
lied Products Industry suggests that the bigger 
the pile-up of savings, the more likely it is that 
capital outlays will grow. “If we are right that 
the enlargement of business investment depends 
primarily on an increased flow of funds available 
for that purpose,” it concludes, “there is evident 


*See “Wage Policy For An Expanding Economy,” Ja- 
bor’s Economic Review, November 1960. 
* December 20, 1960. 


* December Letter, 1960. 
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need for tax reform to encourage saving and 
capital accumulation.” ¢ 


In brief, higher profits and more saving—and 
whatever tax corfcessions are needed to get them 
—are assumed to automatically insure greater 
investment and economic growth. This, in fact, is 
the gospel that our business journals embrace 
everlastingly. 


It is evident, of course, that capital accumula- 
tion cannot be achieved without savings, and that 
capital will not be invested without the expecta- 
tion of reasonable profit. Thus, the question needs 
to be asked and to be answered: 


Are savings actually insufficient to meet the 
requirements of increased capital formation, and 
are profits, indeed, too low to provide a reasonable 
incentive for investment, assuming an expectation 
of a growing volume of sales? 


No Saving Lag 


The fact of the matter is that personal saving 
by individuals is today at a record postwar high, 
and funds available for loan and investment are 
mounting in our savings institutions. 


“Mutual savings banks expect a 16.7% rise in 
deposits in 1960,” the New York Times reports.° 


* Capital Goods Review, October 1960. 
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Soaring Personal Savings 
Reach Postwar High 
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“The nation’s commercial banks, burdened with 
more idle funds than they have had in six years, 
are stepping up efforts to put them to work,” the 
Wall Street Journal says. What is more, a grow- 
ing number of the nation’s 6,230 savings and loan 
associations, “are in a spot most people would 
envy — they are finding themselves with more 
money than they know what to do with.” “ 


But this isn’t all. Insurance and investinent 
companies and pension funds—through which bil- 
lions of dollars of personal savings are collected 
each year — continue their vast accumulation. 
These too are available for lending and investing. 


Taken as a whole, the personal saving of Ameri- 
cans had increased to the record ycarly rate of 
nearly $380 billion during the 3rd Quarter of 1960. 
This is equivalent to 8.2% of disposable (after 
tax) personal income. 


The growth of funds in savings institutions is 
a development that normally can be expected in 
the early stages of a business downturn. 


In the first place, as the economic pace slackened 
in mid-1960, the Federal Reserve System began 
taking steps to increase the lendable funds of 
tne banks. At the same time, many families be- 
gan to reduce their debts. Furthermore, as busi- 
nessmen began to cut inventories, their cash ac- 


® December 26, 1960. 
° Wall Street Journal, December 6 and 7, 1960. 
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counts in the banks began to grow. Meanwhile, 
millions of people continued customary “contrac- 
tual” saving through insurance and pension fund 
payments. In addition, the fortunate few who 
regularly receive more income than they can 
spend, continued to stash it away. 


While the funds of savings institutions, as a 
consequence, have been rising rapidly, money de- 
mand for mortgages, for business investment, and 
for other purposes has been falling off.. It is for 
all these reasons that these institutions now “find 
themselves with more money than they know what 
to do with.” 


The New Era of “Internal” Financing 


While funds for borrowing and investing have 
been piling up in savings institutions, American 
corporations continue to store up a mounting sup- 
ply of investable savings of their own. In fact, 
the problem for many is “what to do with the 
cash,” Business Week says. 


Over the postwar years, our larger corporations 
—the ones that account for most of the new plant 
and equipment outlay—have become increasingly 
free of dependence on new risk capital to finance 
their rising investment expenditures. Most of the 
outlay —and in many cases all of it—is now 
internally financed. 


How “Internal’’ 
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In an earlier day it was generally held that a 
substantial part of the money for business expan- 
sion should be raised by drawing in new risk 
takers through the sale of new stock issues to 
the public. By this process, not only would new 
capital be raised; the opportunities inherent in 
the free enterprise system would constantly be 
more widely shared. 


During the postwar years, however, the record 
investment boom in new plants and machinery 
has been financed with scarcely any new risk capi- 
tal at all. 


From 1946 through 1959, according to the De- 
partment of Commerce, corporations alone, ex- 
cluding banks, insurance companies, and savings 
and loan associations, invested $313 billion in new 
plant and equipment. But they raised only $34 
billion by new stock issues during the entire course 
of these 14 years.* 


Where, then, was the money coming from? 


Almost all of it came from the internal flow of 
cash which builds up every year in company cof- 


*Actually, over $8 billion of the $34 billion new stock 
total was issued by investment companies. Its sale did not 
represent a net addition to corporate equity funds. 


Funds Available For Corporate Expansion Have Grown 
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fers. First, there are the undistributed profits 
which remain after dividends are paid. Then, there 
are the depreciation allowances which legally can 
be set aside each year as an offset against the cost 
of replacing worn out and obsolete plant and 
equipment. Bank and insurance company loans 
and the public sale of stocks and bonds provided 
an additional, but minor source of funds for new 
investment. Of course, some of this vast money 
inflow was also used to finance larger inventories 
and to add to working capital. 


Between 1946 and 1959, however, the cash 
flow from undistributed profits and depreciation 
charges alone totalled $298 billion. This vast sum 
was actually equal to 95% of the total outlay of 
all non-financial corporations for new plant and 
equipment during all these postwar years. 


What is more, these internally generated invest- 
ment funds have shown a constant upward trend 
since 1952, except during 1958, a recession year. 
(See charts, pages 80 and 82.) 


In 1958, the cash flow to corporations practi- 
cally matched their entire investment outlay. In 
1959, it exceeded total capital expenditures by 
$3 billion. And, in 1960—despite new plant and 
equipment expenditures second only to 1957 — 
internally generated funds probably again topped 
capital outlays by about $3 billion. 


These rising caches of corporation savings help 
explain why the cash and government security 
holdings of non-financial corporations exceeded 
$60 billion in 1959. 


The New Bonanza: “Costless Capital’’ 


Internal financing has done far more than free 
many companies—and particularly the largest and 
most profitable ones—from dependence on addi- 
tional risk takers over the postwar years. The 
increasing use of costless capital — expansion 
funds on which neither obligations to new in- 
vestors nor new interest charges are incurred— 
has gradually added billions to the real value of 
American corporations and, thereby, has tremen- 
dously enriched the owners. 


From the end of 1951 through the 3rd Quarter 
of 1960, for example, stockholders’ equity in man- 
ufacturing companies alone—the total value of 
property and cash reserves after all liabilities are 
subtracted—increased by $66 billion. This was a 
two-thirds rise in less than 9 years, according to 
the Securities and Exchange Commission. Yet, 
the actual net new risk capital secured by new 
stock issues totalled less than $4 billion. 


INVESTMENT 
IN NEW PLANT 
& EQUIPMENT 
1946-59* 


NEW STOCK 
ISSUES 
1946-59* 
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* EXCLUSIVE OF BANKS, INSURANCE COMPANIES AND SAVING & LOAN ASSN. 


SOURCE; U.S. Department of Commerce 


Thus, there are indeed, good reasons why the 
price of corporate stocks has risen so rapidly over 
recent years. A large part of the increase simply 
reflects the real value added to existing shares 
because of vast capital expansion outlays based 
on internal financing. 


All corporations, of course, have not been shar- 
ing equally in this bonanza. The opportunity par- 
ticularly—but not exclusively—has been enjoyed 
by the most powerful and profitable “blue chips.” 
Many of these are included in Fortune magazine’s 
list of the 500 industrial giants who produced 
more than half of America’s total manufacturing 
and mining output in 1959 and took well over 70% 
of the total profit.7 These companies accounted 
for the lion’s share of the postwar investment in 
new plant and equipment as well, and they paid 
for almost all of it with costless capital derived 
from internally generated funds. 


Giant General Motors, for example, spent $5 
billion for new plant and equipment from 1947- 
1959. However, internal funds—$3.4 billion from 
retained earnings and $3.0 billion from deprecia- 
tion set-asides—added up to $6.4 billion over the 
period. They actually exceeded G.M.’s total capital 
investment by $1.4 billion. 


General Electric spent $1.3 billion for capital 
outlays in the 10 years 1950 through 1959; but re- 
tained earnings and depreciation charges came to 
$1.6 billion. 


Even the little giants use internal financing to 


~ * July 1960. 
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advantage. For example, Firestone shows a 10- 
year expenditure of $524 million for capital equip- 
ment from 1951 through 1960. This was more 
than balanced off by depreciation charges and 
retained earnings totalling $673 million for the 
same period. 


While these and other blue chips were spending 
billions for expansion—a large part of it overseas 
—hardly any of the cost came from new investors. 


That internal financing now meets the largest 
part of corporate expansion costs is readily con- 
ceded and staunchly defended by most of the busi- 
ness fraternity. After all, if stockholders choose 
to forego dividends to expand America’s capacity 
to produce, this is significant sacrifice for the 
nation’s good, they say. What is more, “corporate 
saving is the simplest, cheapest, and the most nat- 
ural way to build a business,” the First National 
City Bank Monthly Letter declared. Besides, de- 
preciation set-asides are hardly sufficient to re- 
place worn and obsolete assets in the face of rising 

= costs, the financial journals allege. 


Let us examine these contentions. 


Consumers Pay Most Expansion Costs 


In the first place, postwar corporate profits 
have been so high that stockholders have been able 
to have their cake (gigantic undistributed profits) 
and to eat it too (ever-rising dividend payments). 


Over the last 10 years, for example, the net 
after-tax return on the rapidly rising equity of 
stockholders in manufacturing corporations has 
averaged 1014%. This is comparable to the swollen 


Sometimes Exceed 


profit rate which characterized the 1920’s. Com- 
panies with assets exceeding $100 million actually 
averaged 11.7% after taxes during the 1950’s, the 
Securities and Exchange Commission reports. 


For all corporations taken as a whole, dividend 
dispersals have risen almost every year. They 
have soared from $5.8 billion in 1946 (the same 
amount as in 1929) to a record yearly rate of 
$14 billion in the 3rd Quarter of 1960. In all, 
$145 billion has been paid out in dividends over 
the postwar years,—not an insignificant cash re- 
turn for the stockholders. 


But at the same time, net profits of all corpora- 
tions have been so high it has been possible to 
retain an additional $147 billion in undistributed 
earnings for new capital investment. 


Has this withholding of half of the nearly $300 
billion of postwar after-tax corporate profit been 
motivated ‘solely to assure America’s econoinic 
growth? The reason, generally, has been less 
noble. 


It is important to note that nearly two-thirds 
of the value of all personally held stock belongs to 
only 6% of American families, the wealthy few.’ 
Although 4% of their dividends haven’t been 
taxed at all since the Revenue Act of 1954 was 
passed, the rest still remains subject to high tax 
rates. However, when stocks rise in value and 
are profitably sold, only the maximum 25% “capi- 
tal gains” tax applies. This fact explains why it 
is so profitable for the wealthy to encourage cor- 
porations to hold back on dividends, use undis- 


* Study of the Michigan Survey Research Center, late 
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tributed profits for expansion, and then watch 
their stock values rise some more. 


It hardly can be truthfully said that corpora- 
tion profits—by any reasonable yardstick—have 
been unrewarding, and that as a consequence, the 
incentive to invest is gone. As a matter of fact, 
even though the economy has been declining since 
mid-1960 and substantial productive capacity has 
been idle, 1960 profits will be down “perhaps no 
more than 5%,” according to predictions of Stand- 
ard and Poor’s.® What is more, it still will be 
“the second most prosperous year on record.” 


How have such high postwar profit levels been 
maintained—often, even at low operating rates— 
in the face of high taxes and other costs, and 
lamentation over the so-called profits squeeze? 

The answer is that the American price struc- 
ture, established and maintained in many indus- 
tries by giant corporations, is set at such a high 
level it covers taxes and other costs and provides 
massive dividends and undistributed profits too. 


In its December Letter, the First National City 
Bank acknowledged that “‘sometimes the idea is 
expressed that corporations should finance them- 
selves to a greater extent by sales of additional 
stocks (and bonds).” But, it didn’t bother to state 
the reason why this historic idea is still expressed. 
If the notion that new risk takers should play an 
important role in capital financing is obsolete, then 
let’s face the implications. 


From the business viewpoint, the use of internal 
financing to meet corporate expansion costs is, 
perhaps, the “simplest, cheapest, and most natural 
way.” 


But by this device, the American consumer is 
actually forced to provide the costless capital to 
finance investment, through the high prices im- 
posed on him, Thus—everybody pays for the tools 
to expand production, but only a handful get to 
own them and make profits from them. 


Are Depreciation Allowances Too Low? 

The financial journals do more than argue that 
top level personal income tax rates must be cut 
and that business profits must go up still more,— 
all in the name of building up savings and thus 
stimulating investment. They also insist that the 
depreciation allowances that corporations set aside 
each year—now the major component of the in- 
ternal cash flow—must be substantially raised as 
well. 


~ * The Outlook, November 28, 1960. 


The crux of their argument is that high capital 
replacement costs make depreciation set-asides in- 
adequate and that faster obsolescence requires 
faster amortization too. 


Business spokesmen do not point out, however, 
that: 

Depreciation allowances are seldom used to re- 
place an old facility with a new one that is exactly 
the same. Generally, a far more efficient unit is 
installed which substantially increases output and 
at lower unit costs. This constant increase in the 
productivity of new capital largely offsets any in- 
crease in its cost. 

Moreover, during World War II, the Korean War 
and again briefly in late 1955 and early 1956, the 
Federal government allowed billions of dollars 
worth of five year fast tax write-offs as an incen- 
tive to induce investment in defense supporting 
enterprises. The major beneficiaries have been 
heavy goods manufacturers, utilities and rail- 
roads. It is worth noting that most of these com- 
panies now own billions of dollars worth of highly 
profitable property which is still in use and is en- 
tirely written off. 


What is more, in 1954 Congress changed the tax 
law to allow a more rapid amortization for busi- 
ness generally and it also sanctioned the write-off 
of research and development expenditures as a 
current cost of doing business, for the first time.'” 
These tax law changes have tremendously in- 
creased the annual cash flow of corporations and, 
because of them, the yearly net profit reports of 
corporations are now about $3 billion lower than 
they otherwise would have been. 


For many companies depreciation set-asides 
alone are now greater than their entire current 
investment outlay. What is more, they are mount- 
ing each year. 


According to Business Week, many companies 
are facing a dilemma about “what to do with the 
cash.” Moreover, “In the next four years, rising 
depreciation allowances are going to throw off a 
record amount of cash into company treasuries. 
Traditionally, many companies earmark most—if 
not all—of this cash for new plant and equipment. 
But it’s possible that with depreciation allowances 
rising a good deal faster than industry’s present 
capital spending plans, management will have to 
figure out what to do with the extra cash.”™ 


Actually, this mid-1959 forecast underestimates 


See Federal Taxes ... A Handbook on Problems and 
Solutions, AFL-CIO Department of Research publication. 
* May 16, 1959. 
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the depreciation allowance pile-up; it was written 
before new plant and equipment outlays started 
turning down. 


First Things—First 


Tax cuts now for corporations and the wealthy 
and larger depreciation allowances, are not the 
way to initiate a sustainable upward rate of in- 
vestment and economic growth. 


In the first place, there is no present shortage 
of savings for capital expansion, as we have al- 
ready seen. 


What is more, an investment boom can’t be 
launched in an economic vacuum, no matter how 
high savings may be. First, sales must rise to 
stimulate the use of the greater part of the 25% 
of our industrial capacity now standing idle. Then, 
there must be a reasonable prospect that demand 
will continue to rise still further before a signifi- 
cant increase in productive capacity can be stim- 
ulated and sustained. (It should be noted that 
the capital investment boom of 1956-57 collapsed 
precisely because it was not supported by a con- 
tinuous rise in sales.) 


First things must come first. 


What the American economy needs now—and 
what business needs—is more customers. And in 
seeking them we must bear in mind that the com- 
bined purchases of consumers and government 
normally buy about 90% of all we produce and sell. 


Although some tax assistance for small business 
should have a top priority, unneeded tax stimu- 
lants for wealthy individuals and corporations 
can’t be justified at all. Furthermore, they would 
undermine the demand for goods and services at a 
time when it must grow. The revenue loss from 
such tax reductions would either have to be made 
up by new levies on consumer income—and family 
spending would fall—or the Federal Government 
would be confronted by great pressure to cut down 
its own spending plans. 


What is most urgently needed now, in the face 
of the recession, is a temporary cut in tax with- 
holding in order to build up consumer sales. Over 
the longer run, Federal tax reform should reduce 
the unfair burden of lower and middle-income 
families. The revenue loss can be more than re- 
covered by closing loopholes that the wealthy and 
many businesses now so illogically enjoy. 


In our ever more complex economy, each part 
interacts upon—and must wholesomely support— 


the others; none can stand alone. Investment 
growth does, indeed, require enough saving to 
meet the needs of capital formation. However, if 
the economy is failing to generate the expanding 
demand upon which a sustained rise in capital out- 
lays depends, no amount of saving—by itself— 


‘can insure investment growth. Thus, there must 


be a balance between saving and demand. 


Unfortunately, the postwar costless capital 
boom and the price hikes that have sustained it 
has accounted in large measure for the failure of 
consumer demand to adequately grow. 


With business now down again for the fourth 
time since World War II, and with each successive 
prosperity period getting shorter, who can deny 
that grave dislocations have been developing with- 
in the American economy? The demand of consum- 
ers and government, in combination, just hasn’t 
been large enough to fully utilize our expanding 
capacity to produce. 


Despite postwar progress, the basic needs of 
millions of families still remain unmet.!2 Further- 
more, the unsatisfied public service needs of all of 
us keep growing. 


The time has come to rigorously examine the 
impact of all public and private actions that affect 
the economy and may be retarding the full use of 
our physical and human resources to meet the 
nation’s needs. The gap between demand and our 
productive capacity must be closed. 


And, only by keeping it closed can a steady rise 
in plant and equipment investment be assured. 


See “America’s Haves and Have Nots,” Labor’s Eco- 
nomic Review, August 1960. 
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TAX REFORM LONG OVERDUE 


A new Administration and a new Congress have 
come to Washington. The new President comes 
to office with an ambitious program in both do- 
mestic and foreign affairs. The new Congress 
will actually decide how much of this program 
will be enacted into law. 


One basic problem that affects every aspect 
of the Administration program is the question 
of cost and the available federal revenues to bear 
this cost. The possibility of changes in tax rates, 
either up or down, form part of the debate over 
the Administration’s program for economic and 
social legislation. At the present time, in the 
midst of a serious recession, the AFL-CIO has 
suggested that if unemployment rises above 7 
percent of the labor force, a temporary tax cut 
would be desirable to bolster purchasing power, 
stimulate recovery, and reduce unemployment. 


Taking a longer-range point of view, however, 
there is recognition that the federal government’s 
need for adequate funds will require the mainte- 
nance of high tax rates. In fact, some people feel 
that the demands of the cold war and economic 
needs at home may require tax increases. 


In assessing various proposals for tax changes, 
the possibilities of obtaining additional revenue 
from the present tax structure are often over- 
looked. 


Basic Principles of Taxation 


A government’s revenue program should con- 
form as closely as possible to the idea of fairness. 
Most people would agree that justice requires that 
the tax system treat alike all those in similar 
circumstances. Ideally, each dollar of income 
should be taxed alike regardless of the manner in 
which it was earned or the manner in which it 


was spent. 


Proportion of Federal Revenue Raised From Different Taxes (1960) 
1.3% CUSTOMS 
__ ESTATE AND GT 1.6% 


But most people would also hold that a tax sys- 
tem should not only give equal treatment to those 
whose economic capacity is equal but also should 
impose a relatively larger tax on those whose 
economic capacity is greater than that of others. 
This is the idea embodied in the phrase, “ability 
to pay.” 


In recent years American tax policy has spread 
further and further from its guiding principles. 
More and more, we have developed a system 
which treats differently the dollar of income 
earned as wages and salaries from the dollar re- 
ceived as dividends, as income from oil properties, 
or as provided from the sale of securities. 


The inequities that have come to characterize 
our federal tax system have been the subject of a 
special two-year study by the AFL-CIO Research 
Department. The resulting analysis of the federal 
tax structure is contained in a recent 118-page 
book entitled, “Federal Taxes.” 
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The following pages summarize some of the 
major issues discussed in the AFL-CIO report. 
Because of limited space, some questions have 
been omitted entirely and much of the discussion 
has been severely condensed. The effort has been 
to highlight the more glaring aspects of our cur- 
rent tax structure. The discussion will include 
the federal income tax, the corporation tax, and 


-estate and gift taxes. 


Income Tax 


Most people filling out their federal income 
tax return have to be concerned only with the 
income they have earned, their personal exemp- 
tions, the standard deduction, and the schedule 
of tax rates that applies to them. This is true for 
most workers and their families whose chief 
source of income is wages and salaries. 


If this were all there was to the individual 
income tax, it would be a simple matter. Instead, 
the law includes a multitude of additional pro- 
visions which exclude certain payments from in- 
come, allow numerous deductions, provide various 
tax credits and permit a wide variety of other 
practices affecting the individual’s tax. Many tax- 
payers are completely unaware of these pro- 
visions. To others they mean the difference of 
hundreds, thousands, or even hundreds of thou- 
sands of dollars in taxes. 


The general effect of these provisions, of 
course, is to reduce the amount of taxes that the 
federal government collects. Many qualified ex- 
perts have become alarmed at the way in which 
favored treatment given to certain groups of tax- 
payers has reduced the total income available for 
tax purposes. In fact, the amount of income sub- 
ject to the federal income tax is jess than one-half 
the total personal income in the nation. 


The number of the special exclusions, deduc- 
tions, and tax credits which remove income from 
taxation has been increasing. The result has been 
what the experts call a gradual “erosion” of the 
nation’s tax base. In 1959 the House Ways and 
Means Committee devoted most of two months to 
hearing expert witnesses discuss this “erosion” 
and what action Congress could take to remedy 
it. 


Some of the special exclusions, deductions and 
credits causing this “erosion” provide benefits to 
taxpayers in all income groups. A few of them 
provide benefits for the low-and moderate-income 
groups. The most glaring special provisions, 


however, favor taxpayers in the upper-income 
brackets. 


Low-and middle-income families receive most 
of their income in the form of wages and salaries. 
They normally pay the full rates called for by the 
tax schedule on their whole income (less personal 
exemptions and the standard deduction). 


On the other hand, upper-income taxpayers re- 
ceive a much larger proportion of their income 
from stock dividends, interest, capital gains, 
profits from oil, etc. Many of the exclusions, de- 
ductions and other special provisions apply to this 
kind of income. 


Some of the most glaring tax provisions caus- 
ing this “erosion” are summarized in the follow- 


ing pages. 


Capital Gains 


A most important tax benefit is the special 
treatment for capital gains. This means the 
profit obtained from the sale of property such as 
stocks or real estate. One of the principal bene- 
fits to upper-income taxpayers, and the principal 
source of complexity in our tax laws, is the special 
treatment given to such profits. If a given asset 
has been held by an individual for longer than 
six months, only half of any profits from its sale 
need be counted as taxable income and the maxi- 
mum tax rate that can be applied even to this half 
is 50 percent. Thus the effective maximum, tax 
on capital gains is 25 percent. This means that 
capital gains earned by someone paying the high- 
est tax rates are not taxed at 91 percent, as would 
be income from other sources, but rather at 25 
percent. In 1957, the loss in “erosion” of the tax 
base caused by the special treatment for capital 
gains amounted to approximately $4 billion. 
Taxes paid on this amount would have meant an 
increase in tax revenues of $2.6 billion. 


Further, one can avoid paying any capital gains 
tax at all by holding property until death. For 
tax purposes, the property goes to the new 
owner at the value it has at the time of the in- 
heritance. This means that the new owner may 
sell it immediately without paying even the lower 
capital gains tax. If he chooses to hold it, he can 
sell it later and pay tax only on any rise in price 
since the inheritance. A somewhat similar situ- 
ation prevails if the holder of a capital asset de- 
cides to give it away. 


In 1957, approximately $5 billion of otherwise 
taxable capital gains changed hands due to death, 
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and were exempt from the capital gains tax. A 
noted professor of taxation of the University of 
Wisconsin has told the Ways and Means Commit- 
tee that “probably four-fifths of all capital gains” 


Tax Cut to Speed Recovery 


Rising unemployment, production cutbacks, 
and the general decline of economic activity in 
recent months raises the compelling question 
whether tax policy can be utilized to stem the 
downturn and achieve sustained recovery. 


The AFL-CIO believes that a tax reduction 
can and should take place if unemployment be- 
comes so serious it reaches 7 percent of the 
labor force (the figure for December is 6.8 per- 
cent). The AFL-CIO proposal submitted to 
Congressional leaders by President George 
Meany was expressed as follows: 


“The President should be given discre- 
tionary authority, subject to disapproval 
in each instance by Congress, to tempora- 
rily reduce taxes when necessary to stimu- 
late the economy. We believe that when un- 
employment exceeds 7% of the work-force, 
the first $10 of withholding taxes should 
be forgiven each week for a period of ten 
weeks. Such tax reduction should not ex- 
ceed $100 per year tax return. An equiva- 
lent reduction should be given to tax- 
payers, not covered by withholding, at the 
end of the year. Congress, in order to 
technically provide for the filing of the 
1961 tax returns, would reduce the 20% 
tax on the first $2,000 of taxable income by 
an amount calculated to produce a tax re- 
duction of $100 a year per tax return.” 


fall outside the tax laws because they are trans- 
ferred by gift or on death.! It is estimated that 
taxation of unrealized capital gains on gift or 
death would provide a revenue increase of $1.2 
billion each year. This is in addition to the $2.6 
billion revenue increase that would come with the 
taxation of realized capital gains at the same rate 
as other income. 


Who gets the benefit of the special treatment for 
capital gains? Very little of it goes to the ordi- 


nary citizen. Treasury statistics shows that ap- 
proximately 5 percent of those earning under 
$20,000 a year have any tax savings from capital 
gains; the saving for this group averages about 
$250 per return. Of those earning more than 
$20,000, however, about half have tax savings 
from capital gains—for an average of about $6,- 
500 per tax return. 


There is no reason why capital gains income 
cannot receive basically the same tax treatment 
as income obtained through wages and salaries. 
On the other hand, it does seem logical to grant 
some recognition in the tax laws to one aspect 
of capital gains income—that often it has been 
accumulating over an extended period of time. 
It would seem logical, for example, to tax a capi- 
tal gain that had been accumulated over a 10-year 
period as though one-tenth of that income had 
been gained in each year. This provision could 
well form part of any general revision of the 
capital gains tax structure. 


Dividends 


Since 1954, dividends from stocks have received 
two types of special treatment. The first $50 
of dividend income ($100 for married couples) 
is completely excluded from taxable income, and 
no income tax at all is paid on it. In addition to 
this dividend exclusion, there is also a dividend 
credit against taxes. This credit permits the tax- 
payer to deduct 4 percent of his remaining divi- 
dend income—not from his taxable income—but 
from his taxes. That is, a person with $1,050 of 
dividend income pays tax on only $1,000 of this 
income and can then deduct $40 (4 percent of 
$1,000) from the amount of taxes he owes the 
government. The dividend credit and exclusion 
costs the government over $400 million in tax rev- 
enue each year. 


This special treatment violates the cardinal tax 
principle that all types of income should be taxed 
alike. Today each $1 of dividends is taxed at a 
lower rate than each $1 of wage and salary 
income. 


Who is eligible for this preferential tax treat- 
ment? Relatively few American families own 
stocks and therefore have the opportunity to re- 


1Harold M. Groves, “Taxation of Capital Gains,” Tax 
Revision Compendium, House Ways and Means Commit- 
tee, November 1959, Vol. II, p. 1194. 
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ceive dividend income. A recent study by the 
University of Michigan Survey Research Center 
shows that in late 1959-early 1960 only 14 percent 
of American families owned any stock whatso- 
ever in publicly-held corporations. The propor- 
tion was higher for families headed by a profes- 
sional person or company official, but only 8 per- 
cent for families headed by a craftsman and only 
2 percent for families headed by a laborer or serv- 
ice worker. 


Concentration of Stock Ownership by Income Groups (1960) 


FAMILY INCOME % OF ALL FAMILIES % OF COMMON STOCK VALUE 
$15,000 or more 2 panes sere Abe 1 


a a 


$5,000-$9,909 39% 
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Under $5,000 4% \\ 26% 


Actually stock ownership is even more con- 
centrated in the hands of a few because most 
stockholders own but a few shares. The Univer- 
sity of Michigan study makes clear the fact that 
the average stock-holding by low- and moderate- 
income families is quite small, while the larger 
holdings are concentrated in families with income 
of $10,000 and over. In fact, the less than 6 per- 
cent of all families who own stock and have an 
income of over $10,000 own 64 percent of the 
value of all stock. 


Most dividends therefore go to upper-income 


taxpayers. In 1956, the top 5 percent of taxpayers. 


reported three-fourths of all dividends shown on 
tax returns. Those with incomes of $100,000 or 
more, constituting less than 1/10 of one per- 


cent of taxpayers, received about one-fifth of all 
reported dividends. That year only 2 percent of 
taxpayers with incomes of less than $3,000 
claimed the tax credit, for an average benefit of 
$17. More than 90 percent of those with incomes 
of $100,000 or more claimed the credit, with an 
average tax saving that ranged from $1,480 (for 
those between $100,000 and $150,000) to $33,235 
(for those over $1 million). 


The special provisions providing for exclusion 
of dividends and the dividend tax credit should 
be promptly repealed so that dividend income is 
treated just the same as income from wages and 
salaries. 


Tax-Exempt Interest 


Interest on bonds issued by state and local 
governments is completely free from the federal 
income tax. Taxpayers in the lower income 
brackets own very few of these bonds and there- 
fore get little benefit from this provision. Studies 
show that ownership of state and local bonds is 
even more concentrated in the top brackets than 
is ownership of stocks. Further, the higher one’s 
income, the more benefit one gets from holding 
tax-exempt bonds. State and local bonds yielding 
8 percent interest give the taxpayer with less 
than $2,000 of taxable income the equivalent of 
3.75 percent in taxable interest. However, they 
give the person earning more than $200,000 the 
equivalent of 33.33 percent in taxable interest. 


There are almost $60 billion worth of state and 
local bonds outstanding today. Recent testimony 
before the Ways and Means Committee estimated 
that tax-exempt interest is costing the federal 
government about $675 million in lost revenue, 
$300 million from individuals and $375 million 
from corporations. 


The present tax exemption for state and local 
bonds should be repealed and, if necessary, other 
ways should be devised for the federal govern- 
ment to assist state and local governments in fi- 
nancing their mounting expenditures. 


Income Splitting 


A husband and wife have the privilege of com- 
bining their income into a single joint return even 
if only one of them received income. In effect, 
each pays tax on half the total. The result of this 
“splitting” of total income is usually to reduce 
their total tax bill. 
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Since the advantage gained from income split- 
ting lies in the fact that it puts the taxpayer into 
a lower bracket, the advantage increases as in- 
come increases. A couple with total taxable in- 
come of $4,000 saves $40 (or 1 percent of income) 
through income splitting. A couple with a taxable 
income of $400,000 saves $25,180 (or 6 percent 
of income). The person with 100 times as much 
income saves more than 600 times as much tax 
money. On the other hand, an income tax return 
with less than $2,000 of taxable income (roughly 
the equivalent of $5,000 in total income for a 
family of four) gets no tax advantage at all from 
this provision. Most of the tax returns in the U.S. 
are in this category and thus get no benefit from 
income splitting. Elimination of this advantage 
could net an additional $4 billion a year in taxes. 


Income splitting was permitted by Congress in 
1948 to eliminate the discrimination in favor of 
couples who lived in the few states with com- 
munity property laws. Families in those states 
were able to split their income for tax purposes 
while families in other states could not. Congress 
removed this discrimination by extending the 
same privilege to all married couples no matter 
where they lived. 


However, eliminating the income-splitting pro- 
vision would not require a return to the discrimi- 
nation that prevailed prior to 1948. It is possible 
to eliminate this discrimination in another way. 
Witnesses before the Ways and Means Committee 
have suggested that married couples continue to 
file joint returns, but that the tax schedule for 
married couples have tax brackets half as large 
as the brackets for single couples. 


This would provide a fairer relation between 
the income of a single person and the income of 
a married couple. Differences in the method of 
taxing married couples and single persons would 
still exist since additional exemptions would be 
available to the couple. If it were felt that such 
exemptions would not adequately reflect the addi- 
tional cost of living expenses for married couples, 
it would be far simpler to provide more liberal 
exemptions for married couples than to retain the 
present highly inequitable split income provisions. 


Expense Accounts 


Expense account spending has been conserva- 
tively estimated at $5 billion a year, much of it 
with no legitimate business purpose, and with a 


consequent tax loss to the government of $1 to 
$2 billion a year. The Treasury has become so 
concerned about the illegitimate use of expense 
accounts that it is making a special attempt to 
crack down on them. Additional enforcement of 
this kind is difficult for the Internal Revenue 
Service because its staff is so small. 


The Senate last year approved an amendment 
which would have severely cut the amount of 
tax-exempt expense account spending. The 
amendment was deleted in conference in favor 
of a provision calling for a special Treasury De- 
partment study of such spending. On the basis 
of this study, which will be available shortly, 
new legislative or administrative measures should 
be taken to curtail strictly this type of special 
tax privilege. 


INDIVIDUAL RETURN (husbond has tote! family income) 


W 
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$14,000 raxasur! come 


JOINT RETURN (for tax purposes total income is split between husband ond wite) 
$7,000 
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Advantage of Income Splitting 


Unreported Income 


The family that receives all or almost all of its 
income from wages and salaries pays its income 
tax in full almost automatically. This results from 
the withholding system which very efficiently re- 
moves the income tax before the worker receives 
his paycheck. In contrast, income from dividends 
and interest, and the income of such self-employed 
persons as farmers, doctors, lawyers, and indi- 
viduals in business for themselves, is not with- 
held in advance. Much of this income goes to 
upper-income earners (with the exception of in- 
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Income Not Reported on Tax Returns (1957) 


TOTAL PAYMENTS TO INDIVIDUALS 
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Income Not Reported 
on Tax Returns 
(1957) 


ENTREPRENEURIAL 
INCOME 


terest, a good deal of which goes to lower-income 
earners in the form of savings bank interest). 


How much income is not reported? The most 
recent and authoritative study in this field has 
been by the U.S. Treasury Department. This 
study provides detailed calculations for dividend 
and interest payments and concludes that $1.1 
billion in dividends was not reported on income 
tax returns in 1956, the latest year for which com- 
plete data are available. The figures for interest 
payments are less complete, but the Treasury 
estimates that total unreported interest for 1957 
was between $2.9 and $4 billion. 


Only 3 percent of all wage and salary income 
is not reported. Further, most of this would not 
be taxable since it is largely paid to two groups of 
workers not covered by withholding—domestic 
servants and farm laborers—whose low incomes 
would not yield much tax revenue anyway. 


The proportion of nonreported income of other 
types is substantial. The highest total amount is 
for entrepreneurial (self-employment) income, 
where over $10 billion is not reported on ineome 
tax returns. The highest proportion is for inter- 
est income, with almost half unreported. If this 
unreported income had been included on income 
tax returns, it is estimated that the government 
would have received $2-3 billion additional reve- 
nue. 


The large amount of unreported dividends and 
interest points to the need for a withholding sys- 
tem for these classes of income. Under it, a bank, 
corporation, or other institution paying interest 
or dividends would simply withhold 20 percent of 
all such payments and remit it to the government. 
The taxpayer would adjust his income tax return 
accordingly ; any excessive withholding would be 
refunded in the same way that excessive with- 
holding from wages is refunded. 


Corporate Income Tax 


The corporate income tax provides an equitable 
method of raising government revenues. It ranks 
second in terms of revenue among the taxes levied 
by the federal government, currently yielding 
approximately one-fourth of all revenues. It has 
been the center of almost as much controversy as 
the individual income tax and has become one of 
the most involved pieces of legislation on the 
statute books. 


The general trends affecting the corporate in- 
come tax base have been very similar to those al- 
ready discussed with regard to the individual in- 
come tax. As a result of various Congressional 
enactments there has been a gradual erosion of 
the corporate tax base. Currently, $10 to $15 
billion of corporate income is not included in the 
tax base with a consequent loss of revenue of 
over $5 billion. 


Some of the tax escape provisions of the. indivi- 
dual income tax also apply to the corporate tax. 
Interest which corporations receive from state 
and local bonds, for example, is not taxed. The 
preferential treatment for capital gains is en- 
joyed by corporations as well as individuals. 


In addition there are a host of special provi- 
sions that exclude certain payments from cor- 
porate income or raise the level of corporate ex- 
penses which can be deducted before net income is 
determined. 


Benefits for Extractive Industries 


The most glaring example of special treatment 
under the corporate tax laws is the percentage 
depletion allowances which permit mineral pro- 
ducers to deduct a percentage of the gross income 
from their mine in computing the taxes they owe. 
The figure varies from 5 percent for some min- 
erals up to 2714 percent for oil and natural gas. 
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In 1959 it was estimated that such special treat- 
ment for mineral production costs the Treasury 
$114 billion a year in lost corporation tax reve- 
nues, and most of these benefits go to larger cor- 
porations. Corporations with assets of more than 
$100 million get two-thirds of the depletion allow- 
ances. The larger the corporation, the larger the 
benefits. The major portion of the depletion bene- 
fits go to oil companies ; their taxes are lower than 
these of other businesses. 


Nor is percentage depletion the only special tax 
benefit enjoyed by the extractive industries. De- 
velopment costs, “intangible” drilling costs (such 
as labor, supplies and tool rental) and some ex- 
ploration costs may all be listed as current ex- 
penses, that is, deducted in one year. In other in- 
dustries, similar deductions must be spread out 
over the life of the property. This difference of 
timing gives the extractive industries larger tax 
deductions at any specific date than they would 
receive under normal treatment. 


Defenders of special treatment for the mineral 
industries argue that their products are necessary 
for national defense, and subsidies are essential 
to encourage them to seek out new reserves so 
that the nation will not have to rely on foreign 
supplies. Even if these presumptions are correct, 
the depletion allowance gives the mineral indus- 
tries, and especially the oil industry, priority over 
other industries that are also essential to national 
defense. 


What’s more, depletion allowances apply to 
many minerals which have no relationship what- 
soever to national defense. If the government be- 
lieves the mineral industries need a subsidy for 
national defense reasons it should be a direct sub- 
sidy, confined to those parts of the industry that 
have a genuine defense function. The need for 
such a subsidy could be evaluated and its scope 
varied from time to time—something which is 
much more difficult to do when the subsidy takes 
the indirect form of the depletion allowance. 


Estate and Gift Taxes 


The estate and gift taxes provide about 2 per- 
cent of federal revenues. The estate tax is levied 
on money and property that a person leaves to his 
family or others when he dies, while the gift tax 
is levied on money and property that a person 
gives to others during his lifetime. 


Estate and gift taxes represent an excellent 
source of revenue for the federal government. 


The total value of estates subject to tax is over $10 
billion annually, although the present yield of 
these taxes is only $1.5 billion. 


The present estate and gift taxes have hardly 
tapped the potential revenue involved in the 
transfer of funds by gift and inheritance. Nor 
have these taxes acted to reduce inequalities or to 
deter significantly the buildup of family fortunes. 
At present these taxes provide relatively liberal 
exemptions and deductions. The rate structure is 
more progressive in the lower than the higher 
ranges of the tax schedule. The uncoordinated 
system of separate estate and gift taxes, as well 
as the provisions regarding life estates and life 
insurance, all tend to reduce the impact of these 
taxes. 


The result is that through one device or an- 
other, substantial sums can escape both the gift 
and the estate taxes. This avoidance could be re- 
duced if a single coordinated system replaced the 
two separate taxes. Under such an arrangement, 
any taxable gifts would be considered as part of 
a person’s estate and credit against the estate tax 
would be given for all gift taxes paid during the 
person’s lifetime. Each person would be allowed 
a single exemption, for example, $60,000, which 
he could either give away or leave in his estate 
tax-free. 


The Need for Tax Reform 


There can be no doubt that major reform of the 
federal tax structure is long overdue. The objec- 
tive of such reform should be an effective system 
that will yield adequate revenue based on the prin- 
ciple of ability to pay, and which will contribute to 
the growth and stability of the economy. 


The individual income tax, which provides the 
largest single portion of federal revenue, has a pro- 
gressive rate structure. It gives the appearance of 
treating equaliy those with equal taxpaying 
ability. Unfortunately, however, it is riddled 
with special privileges which are corroding its 
basically fair characteristics. The special treat- 
ment for capital gains, the special tax credit for 
dividend income, the continuing existence of tax- 
exempt interest are but a few examples. 


Similar shortcomings have developed in the cor- 
porate income tax. Perhaps the most flagrant is 
the provision for excessive depletion allowances 
for the oil and mining industries. 


The effect of these exclusions and deductions 
both as to individual and corporation taxes is to 
treat income differently according to its source. 
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That is, income from wages is taxed at one rate; 
income from dividends at another, and income 
from oil wells at still another. Parallel to the or- 
dinary income tax structure is a capital gains tax 
structure. Income classified as capital gains is 
taxed at no more than half the rate for wages, and 
much less for those in the upper brackets. 


The following are the main points in the AFL- 
CIO tax reform program. 


I. Individual Income Tax 


1. The dividend exclusion and tax credit 
granted in 1954 should be repealed. 


2. The withholding system should be adopted 
for sources of income other than wages, at least 
for dividends and interest. 


3. The tax provisions applying to capital gains 
income should be substantially revised. 


4. The split-income provisions should be re- 
pealed. 


5. Through carefully drawn legislation and 
stricter interpretation of the law, the amount of 
expense account spending that is permitted tax 
free should be limited to some reasonable maxi- 
mum. 


6. The tax-exempt status of state and local 
bonds should be repealed. 


Program for Federal Tax Reform 


The resulting loss in revenue must be obtained 
elsewhere—for the most part from wages and sal- 
aries. All persons receiving wage and salary in- 
come suffer because their income is taxed at the 
full rates whereas income from dividends, capital 
gains, etc., can escape the full effect of the sched- 
uled tax rates. 


7. The host of other exclusions, deductions and 
credits should be carefully examined to determine 
whether they can be justified on grounds of equity 
or economics. Wherever possible, these provisions 
should be tightened to bring more income into the 
tax base. 


ll. Corporation Income Tax 

1. The system of depletion allowances should 
be repealed so that individuals and corporations 
in the mineral and allied industries are permitted 
to deduct only depreciation allowances equal to 
those received by other industries on their in- 
vested capital. 

2. The provisions in the 1954 Revenue Act al- 


lowing more liberal deductions for depreciation 
should be repealed. 


lil. Estate and Gift Taxes 


The estate and gift taxes should be made a more 
effective source of revenue by developing a single 
coordinated system for the two tax programs. 


REVENUE LOSS RESULTING FROM SPECIAL TAX PRIVILEGES 


(Billions of Dollars) 


Elimination of this Special Privilege 


CAPITAL GAINS: Special low rates and no tax at death or gift 


Would Increase Tax Revenues by This Amount 
_ Individual Corporate 
Income Tax Income Tax Total 


$0.8 $ 4.6 


DIVIDENDS: Exclusion from income and special tax credit. 0.4 ms 0.4 
TAX-EXEMPT INTEREST: For bonds of State and Local Governments................ 0.3 0.4 0.7 
INCOME SPLITTING: For husband and wife 4.0 — 4.0 
PERCENTAGE DEPLETION: For exploration and development costs................... 0.2 2.0 2.2 
DEPRECIATION: Excessive allowances under 1954 law... — 1.8 1.8 
EXPENSE ACCOUNTS: Excessive amounts allowed as deduction 1.0 _ 1.0 
UNREPORTED INCOME: Dividends, interest, and self-employment income... 2.6 _ 2.6 


OTHER: 


TOTAL. 
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The Economics of Medical Care 
for the Aged 


A Resolution Unanimously Adopted by 
The General Board of the 
National Council of the Churches of Christ 
in the United States of America 
February 22, 1961 


The good news of God’s redeeming love and sav- 
ing power, declared in the teaching of Jesus Christ 
was proclaimed in His concern for suffering and His 
ministry of healing. From the beginning, Jesus went 
directly to the sick and suffering. To all who came or 
were brought to him, he expressed his loving concern 
for the health of body, mind, and spirit. This divine 
concern has received repeated emphasis in Christian 
life and teaching. The Apostle Paul wrote that the 
strong should bear the burdens of the weak. 


Through the generations Christians have turned to 
the victims of disease with increasing concern and at 
the same time have sought resources which might 
bring healing power to the sick. Consciously or un- 
consciously sharing God’s purpose that mankind 
should have health, a ministry of healing has become 
an inherent aspect of a civilized and humane society. 


As new health needs have appeared, new resources 
have been discovered for meeting them. In our day, 
as the number of aged persons has increased, there 
are among them many men and women who require 
financial assistance if they are to have physical and 
mental health and that spiritual health which may be 
dependent thereon. On their behalf today, ways 
should be sought and found to further the will of God 
once so clearly made manifest by Jesus Christ that 
men and women should be enabled to enjoy health.* 

* The General Board of the National Council has already made 
clear its concern for the provisions of adequate standards of health 


care for all and for the cooperation of both private and public 
agencies in their maintenance as follows: 


(1) “Christians should work for a situation wherein all have 


(2) “The churches’ concept of man. . . imposes a more fun- 


¢ 
“ 


eee 
access at least to a minimum standard of living. Such 
minimum should be sufficient to permit care of the health 
: of all and for suitable protection of the weaker members 
: of society, such as ... the aged.” (Pronouncement on 
; Basic Christian Principles and Assumptions for Economic 
Life, adopted September 15, 1954.) 
ee 
. damental obligation for the furtherance of health. Therefore, 
the availability and financing of medical care of high 
_ quality is of deep concern to the churches. . . . If volun- 
tary prepayment plans cannot accomplish the desired ends, 
government should protect the health of the people by 
making possible the prepayment of health service.” (Pro- 
nouncement on The Churches’ Concern for Health Services, 
February 25, 1960.) 
| . 


For the Christian, means are as important as are 
ends; but no more so. In our endeavor to achieve 
Christian ends we must choose those methods best 
calculated to develop and maintain Christian charac- 
ter and relationships. 


No method is better suited to do this than sharing 
the unpredictable incidence of the cost of medical 
care through the various mechanisms of mutual aid 
that have been developed. The most widely accepted 
of these is the mechanism of insurance — both private 
and public. 


To the extent that Christian duty can be discharged 
by the assumption of individuals, family, and group 
responsibility and without resort to governmental 
action, this is to be preferred. 


On the other hand, where needs of people can be 
met only by united, socially planned action, the 
Christian will choose such action rather than the 
neglect of basic human need. 


Therefore, we should seek to bring the blessings of 
modern medical care within reach of all by non- 
governmental action to the extent that such methods 
can accomplish this. But we should not fail to sup- 
port governmental action in circumstances where 
other methods are clearly inadequate or impossible. 


On the average, American families spend nearly 
$300 a year for health purposes. Most of this money 
is spent to secure hospital and physician services, 
medicines, and prosthetic and other appliances after 
illness has already become serious. Comparatively 
little of it is spent for the maintenance of optimum 
health. This contributes substantially to demands on 
hospital facilities and to a lower level of general health 
and well-being than could be had by a wiser and 
more orderly expenditure of the same amount of 
money for preventive care. The rapidly rising cost of 
modern medical care puts it beyond the ability of 
most retired persons and low-income families to pur- 
chase such care on an emergency fee-for-service basis. 


A very wide variety of non-governmental efforts 
have been and are being made to meet this problem 
of medical economics. They range from indemnity 
health insurance provided by commercial insurance 
companies to prepayment, group practice health plans 
providing comprehensive, including preventive, care 
for nearly all the health needs of their subscribers 
through teams of physicians which include specialists 
and general practitioners. 


a ; 


The voluntary sharing among groups of people of 
the risks and hazards of illness, and the voluntary 
pooling of some of their funds to meet the cost of 
care for any in their group who may need it is indeed 
a Christian approach to this problem, whether this 
method is utilized by churches, labor unions, indus- 
trial managements, fraternal organizations, coopera- 
tives, community groups, or by subscribers for health 
insurance. The National Council of Churches com- 
mends it and urges its widest possible application. 


It is noteworthy, however, that the cost of health 
care and consequently of health insurance is rising 
so rapidly as to make it difficult for the average fam- 
ily to afford adequate coverage for its comprehensive 
health needs. While some 73 per cent of the Ameri- 
can people have some form of health insurance, none- 
theless, only 25 per cent of the total private medical 
expenditures are paid from such insurance. 


About four million Americans who are today ob- 
taining comprehensive medical care from group prac- 
tice or other direct service health care prepayment 
plans pay for it by monthly subscription premiums 
amounting to less per year than the average $300 per 
family annual expenditure. It appears that one 
method of making the best of modern medical care 
available to more and more people lies in a rapid 
growth and expansion of voluntary health plans of 
this character. 


There are, however, certain groups in the popula- 
tion for whom even their ordinary medical needs can- 
not be met by voluntary prepayment plans, namely, 
low-income families and most people 65 years of age 
or older. Eighty per cent of persons with family in- 
come of $5,000 or more have some form of health 
insurance, but only 33 per cent of those with family 
income under $3,000. Only 35 per cent of persons 65 
or more years of age have any health insurance. 


Voluntary health plans are unable to offer coverage 
for even a fraction of health care needs at charges 
either of these groups can possibly afford. Eighty 
per cent of people 65 years of age or older have an- 
nual incomes of less than $2,000; about 60 per cent, 
incomes less than $1,000. At least 7.6 million older 
people have liquid assets of less than $500. Yet 77 
per cent of people 65 years of age and older have 
chronic ailments, and the percentage increases to 83 
per cent for those 75 and older. The group 65 and 
older now require, for less than optimum health care, 
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more than twice as much hospitalization per person 
as is needed by the rest of the population, and they 
spend on the average twice as much for health care 
as does the population as a whole. 


Full advantage should be taken of recent amend- 
ment to Title I of the Social Security Act which offers 
federal funds to improve state medical care programs 
for aged persons on public assistance rolls and also 
provides matching funds for states desiring to aid 
medically needy older people not now on relief rolls 
but able to pass a “means” test as a condition of eli- 
gibility. This program offers the states opportunity to 
provide help for older persons at the bottom of the 
economic scale. However, it does not offer aged per- 
sons of moderate means and many of low income any 
solution to their problem. 


About three out of every four policy-holders in 
voluntary group pre-payment plans are completely 
excluded from coverage upon retirement, and studies 
indicate that less than 5 per cent can convert to indi- 
vidual policies without reduction in benefits. The 
voluntary prepayment plans, necessarily based upon 
experience rating, discriminate against high-risk 
groups and are not geared to the problems of chronic 
illness characteristic of old age. Policies commercially 
written for older people are not only beyond the 
means of most, but they are not based upon a philos- 
ophy of preventive medicine and optimum health, 
nor do they include provisions for diagnosis, followup, 
and restorative medicine. 


As previously noted, the General Board has stated, 
“If voluntary prepayment plans cannot accomplish 
the desired ends, government should protect the 
health of people by making possible the prepayment 
of health services.” This is precisely what the social 
security system would be able to provide efficiently 
through the mechanisms of Old Age, Survivors’ and 
Disability Insurance. Therefore, the National Coun- 
cil of Churches supports in principle legislation which 
will extend the benefits of Old Age, Survivors’ and 
Disability Insurance to include adequate health care 
for retired aged persons.* 

There are human values that are inseparable from 
the economics of medical care. Two call for special 
consideration: 

*In its 


on The Churches 
Assistance, adopted June 4, 1958, the General Board stated: ‘ 
National Council of Churches affirms that the use of social insur- 
bili 


ance as exemplified by Old Age, Survivors’ and Disability Insur- 
ance is to be preferred to dependence upon the public 
assistance programs. 


a 


(1) Quality of care. While high quality medical 
care has been achieved under a number of different 
methods of payment, it is unrealistic to think that 
quality is ever completely separable from the eco- 
nomics of medical care. The National Council urges 
that in the development of prepayment and insurance 
plans — under both private and public auspices — 
careful attention be given to arrangements which give 
maximum encouragement to the highest quality of 
care and the enhancement of the best relationship 
between physician and patient. 


(2) Individual dignity and freedom. Government 
participation in any welfare program does not neces- 
sarily involve loss of individual freedom or affront to 
personal dignity. In some circumstances, indeed, in- 
dividual freedom is enhanced by the utilization of 
government to achieve a social goal, though it is ob- 
vious that such enhancement does not come about 
automatically. As the instrument of government is 
employed by a free people, they must be ever vigilant 
to guard their freedoms. In planning and developing 
any government insurance program to help older peo- 
ple meet the cost of their medical care, there is a 
Christian obligation to include provisions for its ad- 
ministration that will adequately safeguard freedom, 
dignity, and self-respect. 


The counsel, cooperation, and active participation 
of the medical profession and other health workers 
in both planning and execution of a government 
health program are essential. The values to be real- 
ized from an improved level of health for America’s 
older citizens are so great that we are confident that 
cooperation will be forthcoming from all who in our 
day are custodians of the almost miraculous capacity 
to maintain the health and cure the diseases of their 
fellow human beings. 


In the light of the above concerns the General 
Board authorizes representatives of the National 
Council to testify at public hearings along the lines 
herein indicated. 


Published by the Department of Social Welfare 
and the Department of the Church and Economic Life 
for the NATIONAL CoUNCIL OF THE CHURCHES 
oF CHRIST IN THE U.S.A. 


Reproduced by 


American Federation of Labor and 
Congress of Industrial Organizations 


George Meany Wm. F. Schnitzler 
President Secretary-Treasurer 


Printed in U. S. A. 
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© How can you pay 
health bills after 65 


without using up your savings 


without wasting your small in- 
come on high priced, too-often 
useless commercial insurance 


without burdening your children 
or turning to charity 
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Social Security 
can help 

meet health 
costs for 

14 million people 
now 65 

and 


older 


It will let us all contribute for our 
own protection against health bills after 
we retire just as we do for old-age benefits. 


Financing of health benefits for the aged 
through social security has received wide 
endorsement and support from leading 
religious, welfare, labor and professional 
organizations. 
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Here s how the Anderson-King b 


The great majority of Americans will |] 
widows will be entitled to benefits unde 
fits under social security or railroad re 
ble at 65 even if you (or your husban 


— 2 


The cost of four kinds of 


All hospital services usually 

provided, in semi-private 
rooms, up to 90 days in one spell 
of illness. Services include bed, 
board, nursing (not private), operat- 
ing room, drugs, diagnostic services, 
ete. All costs are paid after the 9th 
day. The patient pays only $10 a day 
for only the first 9 days (with a $20 
minimum). 


2 Skilled nursing home services 
after transfer from a hospital, 
up to 180 days after 60 days or 


less of hospitalization, or up to 120 
days after 90 days in the hospital. 


Home health services for up to 

240 visits a year, including 
part-time nursing, and therapy pro- 
vided by a home health agency. 


American Federation of Labor and Congress of I 
815 i6th Street, N. W., 
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hill can heip pay health bills 


ill be covered. Workers, their wives and 
nder the same tests as for old-age bene- 

retirement benefits. You will be eligi- 
and) have not actually retired. 


of services will be paid: 


Outpatient hospital diagnostic 
services, including X-ray and 
aboratory services. The patient pays 
only the first $20. 


The cost of the program will be met by 
a small increase in the social security 
taxes. The most any worker will pay is 22 
cents a week. The typical payment will 
be only 2 to 3 cents a day. But the pro- 
gram will be soundly financed. 

The bill includes standard safeguards 
for the freedom of patients to choose 
their own doctors, hospitals, etc. Doctors 
will continue to have full responsibility for 
decisions on patient care, including the 
need for hospitalization. The program 
will pay for hospital care when needed, 
but not otherwise. 

The bill does not permit the federal 
agency to interfere with hospital adminis- 
tration or supervise or control the practice 
of medicine. Patient-doctor relationships 
would not be affected, and good quality 
hospital and nursing home services would 
be encouraged. 


x" Industrial Organizations George Meany, President 
4 W., Washington 6, D. C. Wm. F. Schnitzler, Sec’y-Treas, 
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\ dl 1 your help is needed 
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Congress 

to 

pass 

the 

Kennedy-backed 
Anderson-King 

bill 
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Write—and 
write today! 


your letter may decide... 


. whether retired workers, now 
or later, must seek public relief or 
become burdens to their children 
when severe illness strikes. 


... Whether those who have earned 
the right to independent retirement 
will lose that right because of 
illness. 


..- whether you, in your turn, can 
look forward to retirement with- 
out fear of the crushing cost of 
illness. 


Write your Congressman and your 
two Senators and tell them that 
YOU want them to support the 
Anderson-King bill (8.909, H.R. 
4222). 


write: 


To your Congressman : To your two Senators: 
House Office Building Senate Office Building 
Washington 25, D. C. Washington 25, D. C. 


PRINTED IN U.S. A, 
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‘CAN ORDER 
OUR FILMS ABOU ws 
RAILROAD WORKERS 

FROM THE 


. Use these Témm sound railroad films in 
your education programs. 

e Educate the public by showing thoes. 

| movies to community groups. 

Discuss the impact of automation on 

5 Moke that ok aretiabite semenry 

e Make t ms avai to 

and - school classes. — 
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NEW FILMS 
AV 


“RAILROAD PA 
some of the pe 
on time. Talks 


get travelers ar 


“RAILROAD FR 
of the battery | 


crisscrossing the 


AFL-CIO members help travelers reach their a 
destination. 


Track maintenance work is important in 
providing passengers with safe travel. 
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MS ABOUT MEMBERS OF THE RAILROAD UNIONS 
AV@ILAB@® FROM AFL-CIO FILM LIBRARY 


) PASSENGER WORKERS”* (13 minutes; rental, $2.00) shows 
2 people needed to keep trains running safely, efficiently and 
ilks of dispatchers, switchmen, conductors and others who help George Harrison 


speaking at the 
s and mail to their destination. Chicago Rally. 


D FREIGHT WORKERS” * (13 minutes; rental, $2.00) tells a story : 
ery of jobs needed to keep tabs on the 2,000,000 freight cars : 
} the country from city to city. 


“RAILROAD MAINTENANCE WORKERS”* (13 min- 


utes; rental, $2.00) shows railroad maintenance work 


on the engines, roadbed, ties, tracks, wheels, axles, 


signal systems and some new job-displacing ma- 
AFL-CIO President George Meany pledges moral 


chinery. 
" and material support of all labor to the railroad 


workers in their fight for decency, justice and an 


CHICAGO REPORT (27 minutes; rental; $3.00. Pro- adequate standard of living. Chicago’s Mayor Daly 


w qe by the Railway Labor Executive Association) and Oregon's Senator Wayne Morse were there to 
a report of a railway labor rally held in Chicago give their support. George Harrison, president, Rail- 
at the beginning of the 1959-60 railway labor man- way Clerks, answers industry’s charges of “feather- 
agement negotiations. bedding.” 
r * From the “Americans at Work’, TV series, AFL-CIO. 
It's hard for travelers to get along without President George Meany promises the Rail- 


road workers support of the entire AFL-CIO. 


LRQA | ARND chy “AND IND IC VAD ¢ 
RAILWAY LABOR, EXECUTIVES ASSOCIA 
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the members of the “Red Cap” union. 
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ORDER BLANK 


TO: 


AFL-CIO 
DEPARTMENT OF EDUCATION 


815 16th Street, N.W. 
Washington 6, D. C. 


Please Reserve the Following Film(s): 


(] THE RAILROAD PASSENGER WORKERS 
Ist Date — Alternate Date 
(] THE RAILROAD FREIGHT WORKERS 
Ist Date _ Alternate Date 
{] THE RAILROAD MAINTENANCE WORKERS 


Ist Date Alternate Date 
(] CHICAGO REPORT 


Ist Date Alternate Date 


FILMS FOR LABOR, AFL-CIO catalog, describes more 
than 250 films which can be rented from the Film 
Division. Send 25¢ to the AFL-CIO Department of 
Education, 815 Sixteenth St., N.W., Wash. 6, D. C. 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


GEORGE MEANY, President } 
WM. F. SCHNITZLER, Secretary-Treasurer 


NAME 
ORGANIZATION 
ADDRESS 


city i SAE 
(CD Rental enclosed CD Please bill 


(Make checks payable to Wm. F. Schnitzler, Sec.-Treas.) 
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OTHER FILMS AVAILABLE 
FROM AFL-CIO FILM LIBRARY 


LAND OF PROMISE, 30 minutes. AFL-CIO. Deals with labor MD 
role in American life and history —how union members have 
fought for old age pensions, better schools, and other measures 
of benefit to all. Features Pres. George Meany emphasizing 


some problems still to be solved....................000 Rental $3.00 


LABOR’S WITNESS, 33 minutes. United Automobile Workers. 
An actual hearing before a U. S. Senate Committee. UAW 
President Walter Reuther tells the Committee how the UAW 
works at getting its members registered and voting. 

Rental $3.00 


FOURTH BATTLE OF WINCHESTER, 17 minutes. United Rubber 
Workers. Story of how Taft-Hartley was used by a determined 


management to break a union................0ceceeeeeeeee Rental $2.50 


WITH THESE HANDS, 50 minutes. International Ladies Garment 
Workers Union. The growth of a union is seen through the eyes 
of a member who played a role in helping to build it. He counts 
the gains that the union has negotiated: higher wages, education, 
recreation, health benefits and pensions................ Rental “e 
ASSIGNMENT CHILDREN, 20 minutes. Color. United Nations. 
Danny Kaye travels through Asia telling about the day-to-day 
work of the United Nations Children’s Emergency Fund. Out- 
standing film to show the human side of international problems. 
Rental $2.50 


MAN ON THE HILL, 13 minutes. Color Cartoon. U.S. Armed 
Forces. Short, interesting film on a Congressman’s day in office. 
Emphasizes the work of Congressional Committees. Has excellent 
section portraying the different levels of government — local, 
TR: CONE Ssitcinsn dca dmninnBensnism pains’ Rental $2.50 


UNION AND COMMUNITY, 18 minutes. U.S. Armed Forces. 
A local union community services program which is expanded 
and developed as the needs of the union members are recognized. 

Rental $2.50 


IT’S GOOD BUSINESS, 14 minutes. Color. National Council for 
Industrial Peace., Answers questions about “‘right-to-work.” A 
businessman and a newspaper editor talk about the benefits of 
collective bargaining to the ity..... ...Rental $2.50 
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a Edward P. Morgan And The News 


Widely acclaimed as one of the top news commentators of our time, Mr. Edward P. Morgan is 
heard five times weekly over the American Broadcasting Co. network, sponsored by the AFL-CIO. 
This commentary on the behavior of American business was broadcast Jan. 5,1 961. We thought 
you would be interested in reading it if you missed it on the air. 


Maybe it’s a legacy from the time when few dared to question—out loud—the behavior of the “ruling 
classes,” so-called, but the unpretty fact is that we Americans still use a double standard in measuring the 
morality of management and labor. One of the most eloquent examples of this duality ever recorded 
emerged last month in the government’s victory in the largest anti-trust case ever tried. 

It’s a safe bet that the public at large is quite unaware that in early December, nineteen big manufac- 
turers of heavy electrical equipment pleaded guilty in federal court to criminal charges of price fixing. 
Among the principal defendants were firms whose brand names—General Electric, Westinghouse, Allis 
Chalmers—are household words. But the word of their criminality simply didn’t get around as widely as 
it would have if a similar rap had descended on a trade union. The story was not suppressed. But by the 
nature of our American sense of values as measured by the information media, it just didn’t get the play 
given, say, exposes of labor racketeering in the heyday of the McClellan committee. 

The extent of the conspiracy boggles the imagination and makes the arrogant, power-corrupting sins 
of a Beck or a Hoffa, or the sad scandals involving the leadership of the Carpenters union look almost like 
the pranks of juvenile delinquents by comparison. What happened, briefly, was this: in the decade of the 
1950’s by a simple but secret system of faking competitive bids these companies carved up markets and 
rigged prices on sales amounting to a total of seven billion dollars to industry—private utilities and other 
corporations—and a billion dollars in federal, state and local government contracts. 

With factual reporting and a series of biting editorials, the Washington Post, to its everlasting credit, has 
endeavored to put this whole mess into a little sharper perspective. The Post today provides a fascinating 
peek into the workings of some corporate minds by excerpting from a General Electric task force report 
some recommendations on public relations: 

“Business,” the excerpt begins, “might subsidize a ‘brain trust’ of competent writers (novelists, play- 
wrights, etc.) to begin an active campaign of turning public attention away from the left through the 
source of popular attitude formation (television, movies, stage, radio, novels, magazine articles, etc.). 

“It is important to pick out opinion molders in each community and ‘work on them.’ However, as a 
rule a specific story should not be given to them directly by just anyone at random. For example, if the 
opinion molder to be influenced is a newspaper publisher, it might be best to have him approached by one 
of his biggest advertisers.” 

In an interestingly refined concept of executive responsibility, the board chairman and ex-president of 
General Electric, Ralph J. Cordiner, says he knew nothing of the conspiracy in which GE was so deeply 
involved. But it is as if this whole pattern, from the sly public relations approach outlined above to the 
conniving actually to cheat other businesses and the government—and thus the public—out of millions, had 
become an accepted way of life. 

What a hollow, hypocritical sound there is now to the arguments of “patriotism” and “national secu- 
rity” which the industry has tried to use—sometimes successfully—to defeat foreign competition. In 
1959, TVA bought a British turbine generator for a low bid of $12,100,000. Though GE and Westinghouse 
bids were each more than five million dollars higher, appeals were made—unsuccessfully—to the White 
House to revoke the British bid. One GE vice president complained foreign bidders had the advantage 
of a lower wage. But economists for the International Union of Electrical Workers figure the 45 percent 
difference in bid prices more than exceeds the difference in labor costs between the American and British 
electrical manufacturing industries; that in other words GE and/or Westinghouse could have met the Brit- 
ish bid and still made a profit despite higher American wages. 

The behavior of business, as revealed in this vast and shocking price-fixing conspiracy, should not only 
impel sober self-appraisal by the captains of industry but stir deep public concern. The same concern and 
soul-searching, I hasten to add, should apply to unions wherever wrong-doing is involved. Of course, the 
racketeering or misuse of power by certain labor leaders is not mere juvenile delinquency. It is despicable 
and unacceptable in any size. But let’s begin now to apply the same standard of morality to both union and 
management. We should have realized long ago that insofar as human weakness and strength are con- 
cerned, we do indeed have a classless society. 


American Federation of Labor and 


Congress of Industrial Organizations 
815 Sixteenth Street, N. W., Washington 6, D. C. 


George Meany Wm, F. Schnitzier 
President 17 Sp 7 Soustey-hemmner 
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Labor’ Goals for a Better America 


One great question confronts mankind as the world 
stands at the threshold of a new decade: 

Will human genius find a way to forge the political 
and economic tools that will translate our wealth of 
knowledge and our vast material resources into a 
better life for all? 


The course of our own country could very well 
determine the answer. Never before has one nation 
borne so fateful a responsibility—or faced so mag- 
nificent an opportunity. And never has the concept 
of human liberty been confronted by so malignant and 
implacable an enemy. 


The miracles of science now make it possible to 
assure all the people of this planet of the essentials of 
healthful life—shelter, food and clothing—and an 
ever-rising standard of living. But that possibility has 
not been realized, even in the richest land on earth. 
We have faltered through the Fifties, victimized rather 
than enriched by our technological skills, unwilling or 
unable to cope with the great challenges of the era at 
home or abroad. Another such decade might well 
prove fatal to human freedom and perhaps to humanity 
itself. 


The new Administration and the new Congress 
have much to do in the days ahead, and much of it 
must be done quickly. A wide range of progressive 
measures has already been subjected to exhaustive 
hearings and thorough debate; what they need now is 
enactment, not further investigation. And in addition, 
the gathering economic storm demands prompt and 
vigorous countermeasures on an emergency basis. 

Many steps can, and we believe will, be taken by 
executive action, utilizing laws already on the statute 
books. The civil rights field is an outstanding exam- 
ple. Vastly more could and should have been done 
with respect to insuring civil rights in government 
employment and on government contracts, in school 
integration, in voting and in housing. We must move 
far more vigorously to extirpate the disgraceful cancer 
of discrimination. 


An alert and determined President can also take 
steps that will stimulate the economy, through the 
many continuing programs that are under the control 
of the Executive Department. In particular, he can 
and should observe the spirit as well as the letter of 
the Employment Act of 1946, and restore the Council 
of Economic Advisers to a meaningful role in govern- 
ment and in our national life. 


But the basic responsibility for prompt action on the 
platform endorsed by the American people at the polls, 
as well as on emergency legislation required by the 
recession, lies with the new Congress. Freed from the 
threat of Presidential veto, guided by leadership that 
looks forward instead of back, Congress can now enact 
with confidence what it knows is best for the nation. 


In this spirit the AFL-CIO recommends the fol- 
lowing 20-point program, covering both long-range 
and short-range problems that have too long been 
neglected: 


1. Aid to Depressed Areas: Twice vetoed in recent 
years, federal aid to chronically depressed areas must 
be delayed no longer. Even in times of national 
“prosperity,” many American communities are de- 
pression-ridden for reasons beyond their control. In 
times of recession their plight is terrifying. A bold 
program of loans and grants for vocational retraining, 
essential public works, plant construction and techni- 
cal assistance to encourage establishment of new plants 
is needed at once. The trend toward consolidation of 
our industrial and financial enterprises has contributed 
to this condition and the further development of 
monopolies should be halted. 


2. Housing and Urban Renewal: Bold action in the 
field of housing and urban renewal can do much to 
meet one of America’s sorest problems and to help put 
America back to work. The Senate last year approved 
expanded urban renewal and public housing programs, 
only to be stymied by the House Rules Committee. 
The proposed federal Department of Urban Affairs 
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can do much to insure continuing action in this crucial 
area. 


3. Aid to Education: Here again, much progress 
was made last year toward the inauguration of a 
federal aid-to-education program, only to be frustrated 
by a reluctant Administration and a conservative 
coalition in Congress. The construction of many more 
schoolrooms will improve our educational plant and 
also help provide jobs for thousands. Aid to teachers’ 
salaries is needed if we are to retain and obtain the 
quality and the number of teachers needed for a 
growing America. 


4. Increased and Extended Minimum Wages: Final 
action on this vital measure was prevented last year 
when a conservative coalition refused to budge from 
the House-passed Kitchin-Ayres substitute. Moderate 
bills raising the minimum to $1.25 an hour for pres- 
ently covered workers had been reported out by both 
House and Senate Labor Committees. The bills also 
established this wage in annual step-ups and lowered 
maximum hours in annual step-downs for several 
million newly-covered workers. Action in 1961 must 
come soon in order to bring a measure of economic 
justice to workers and to add to the purchasing power 
on which economic recovery depends. 


5. Health Benefits for the Aged: This is another 
item of nearly-finished business for Congress. The 
new President of the United States was a principal 
backer of Forand-type legislation, which would pro- 
vide health insurance for our older citizens under the 
tried and tested social security system. Now that the 
veto threat of last year has disappeared, Congress 
should proceed at once to pass this sound and humane 
system for meeting one of the prime needs of our 
senior citizens. 

Other improvements in the social security system 
are also needed. Both to provide a quick increase in 
purchasing power and to bring benefits to more ade- 
quate levels, 10 percent increase in benefits should be 
adopted at once. This can be done without impairing 
the long-range fiscal soundness of the system. 


6. Unemployment Insurance: Immediate action is 
essential to restore unemployment payments to those 
whose rights have been exhausted, to extend the dura- 
tion of payments to those now receiving them and to 
set a realistic floor under their amount. Congress. 
should provide incentives to the states to make long- 
overdue changes in their benefit provisions and should 
provide interim supplemental payments to begin im- 
mediately to help the unemployed until permanent 
revisions become effective. The federal-state jobless 
benefits system should provide benefits at least 50: 
percent of a worker’s average weekly wage up to a 
maximum of two-thirds the state’s average weekly 
wage and for so long as a worker is unemployed up. 
to a maximum of 39 weeks. 


7. Tax Revision for Economic Growth: The federal 
tax system should be flexible enough to aid in spurring. 
economic recovery and encouraging economic growth. 
The President should have discretionary authority, 
subject to disapproval in each instance by Congress, 
to temporarily reduce taxes when necessary to stimu- 
late the economy. We believe that when unemploy-. 
ment exceeds 7 percent of the work-force, the first $10: 
of withholding taxes should be forgiven each week for 
a period of 10 weeks. Such tax reduction should not 
exceed $100 per year per tax return. An equivalent 
reduction should be given to taxpayers not covered by 
withholding at the end of the year. 


In addition, Congress should close such unwar-. 
ranted tax loopholes as dividend credits, capital gains. 
favori ‘sm, excessive business expense deductions, split 
income ,-ovisions and excessive depletion and depre- 
ciation allowances. 


8. Public Works: Federal programs for the con- 
struction of hospitals, roads and airports are already 
in being. These programs should be expanded by 
more generous appropriations, both to provide more 
employment and to help reduce our chronic shortage 
of these facilities. 


Literally thousands of public works projects have 


already been planned, programmed and engineered by 
state and local governments, but shelved by cost prob- 
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lems. As much as $2 billion in such projects could 
be put into effect in 1961 by incentive grants of $300 
million, or 15 percent of total cost, by the federal 
government. In terms of employment, the result would 
be approximately 110,000 construction jobs and 
170,000 off-site jobs. 


9. Federal Reserve Policy: The Federal Reserve 
Board should be urged to abandon its “bills only” or 
“bills usual” policy for a truly flexible monetary policy. 
At present, the Federal Reserve’s Open Market Com- 
mittee should buy securities of varying maturities, 
rather than concentrate almost exclusively on the 
purchase of bills. The effect of buying bills and some 
short-term securities of not more than 15 months dura- 
tion has been to reduce interest rates on such securities, 
but not on bonds of intermediate and long-term 
duration. 

As a result, interest rates on short-term securities 
have declined almost 50 percent since January—with 
an effect on the outflow of U.S. dollars to foreign 
countries—while interest rates on long-term bonds 
have moved down less than 15 percent. The Open 
Market Committee’s purchase of intermediate and 
long-term bonds would help curtail the outflow of U.S. 
dollars, and at the same time stimulate bank lending 
and mortgage loans by reducing long-term interest 
rates. Our monetary policies should be designed to 
influence our industrial technological progress con- 
sistent with our economic growth. 


We also urge that the membership of the Federal 
Reserve Board be revised to insure competent repre- 
sentation of all basic functional economic groups in 
the nation. 


10. Migrant Workers: Not only for obvious eco- 
nomic reasons, but for vastly more important moral 
and social reasons, Congress must act to end the dis- 
graceful exploitation of the nation’s migratory farm 
workers. This problem must be vigorously dealt with 
on all fronts—wages, housing, education, social se- 
curity and public health. The foreign contract labor 
program, justifiable only in times of national man- 
power shortages, should be discontinued as quickly as 
possible. 


11. Comprehensive Labor Legislation: Both the 
Taft-Hartley and Landrum-Griffin Acts contain pro- 
visions which harshly and unfairly limit the freedom 
of workers to organize and bargain collectively, and 
which impose inordinate burdens on established 
unions. 

Among the major changes needed in the Taft- 
Hartley Act are elimination of the section permitting 
state “right-to-work” laws; revision of the freedom of 
speech and mandatory injunction provisions to accord 
unions equality of treatment with employers; restora- 
tion of the pre-hearing election and realistic modifica- 
tion of secondary boycott and organizational picketing 
provisions to restore the right of free speech to trade 
unions and to eliminate unfair and one-sided advan- 
tages they now give to union-busting employers. 

The Landrum-Griffin Act should be stripped of 
those provisions that shackle honest unions in their 
legitimate activities. The weak sections on manage- 
ment misdeeds should be made more effective. 


12. Situs Picketing: One item of labor legislation 
should and can be passed immediately. The right to 
picket on construction sites was requested by President 
Eisenhower three times and received strong bipartisan 
support. Last year, however, the Kennedy-Thompson 
Bill was killed by the House Rules Committee and 
filibustered to death in the Senate Labor Committee. 
Simple justice demands early action on this measure. 


13. Atomic Energy: An expanded federal program 
to develop the peacetime uses of atomic energy, in- 
cluding the generation of electric power, should be 
enacted. Needed also are an effective and compre- 
hensive federal program to control atomic radiation 
hazards and a federal workmen’s compensation system 
for atomic workers. 


14, Natural Resources Development: America in 
the Sixties must face up to the unprecedented and 
rapidly-increasing demand upon her great but not 
unlimited stockpile of natural resources. The welfare 
of all Americans—and of our friends abroad—depends 
upon intelligent development of our resources. A bold 
program of land and water development on a river 
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basis approach is urgent. An adequate program of 
water pollution control cannot wait any longer. 


1S. Civil Rights: In the non-economic area, no 
challenge is greater than that of completing the job 
started 100 years ago of assuring equal treatment 
before the law and equal opportunity to all, regardless 
of race or color or national origin. The legislative 
arsenal in this crucial fight on discrimination will not 
be complete unless and until it includes legislation 
clearly supporting and implementing the Supreme 
Court decision on schools, the right of the Attorney 
General to institute civil suits on behalf of aggrieved 
persons, an effective Fair Employment Practices Com- 
mission and the elimination of poll taxes and other 
voting restrictions. 

Completely effective civil rights legislation cannot 
realistically be expected out of the Senate unless an 
end is put to the present filibuster rule and the Senate 
is able to end debate by majority vote. 


16. Immigration and Refugee Reform: Our present 
immigration law must be liberalized and humanized. 
Its unworkability has been demonstrated in the eight 
years since passage by the enactment of numerous 
special measures to meet America’s responsibilities in 
the world community. The present national origins 
system should be replaced by a new quota system that 
sheds the present discriminatory features. The num- 
ber of quota immigrants should be increased moder- 
ately to 250,000 to reflect the much-increased popu- 
lation of the United States and the increased needs 
throughout the world. The new law should include 
explicit and permanent authorization to allow refugees 
to enter the United States during crises such as the 
Hungarian one in 1956. 


17. Mutual Security: The present concern over gold 
and international payments must not serve as a pretext 
to end or cripple the mutual security program. Allied 


nations whom we helped to economic recovery do have 
a responsibility to carry a fair share of the load, but 
America’s responsibility is as great as ever. In the 
newly emerging nations of the world, economic and 
technical assistance from democratic nations can make 
the difference between freedom and tyranny for the 


people. 

18. Federal Employes: Legislation should be passed 
giving statutory certification to bona fide trade unions 
of federal employes so that these workers may have 
the right of collective bargaining comparable to work- 
ers in private industry. Inequities now existing in pay 
scales of postal and classified employes should be 
reviewed by the Congress. 


19. Farm Legislation: We favor the enactment of 
legislation which will wherever possible base price 
supports on production payments aimed at support of 
the family farm and lower prices to consumers. A 
reasonable ceiling should be placed on help for any 
one farm. We also endorse programs to bring more 
of our abundant food and fiber to the aid of unem- 
ployed and other needy Americans; the expansion of 
our school lunch program, and more extensive use of 
our agricultural surpluses in the battle for peace and 
freedom overseas. 


20. National Defense: While the restoration of our 
economic strength and our moral leadership is of 
paramount importance, we dare not neglect our mili- 
tary defenses. We, together with our allies in the free 
world, must be strong enough to deter, and if necessary 
to defeat, aggression from any sources and in any 
form. This means a defense establishment equipped 
to cope with small crises as well as large ones; with 
limited as well as total war. We recognize the im- 
mense complexity of the problem, but for the security 
of our way of life, it must be solved. 

Certainly security for America and her people is 
worth what it costs. 


Excerpted from AFL-CIO Executive Council Resolution, January 5, 1961 
Reprinted from February 1961, AFL-CIO AMERICAN FEDERATIONIST 
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AFL-CIO Legislative Department. 1961 Fact Sheet No. 1 


HEALTH BENEFITS FOR THE AGED THROUGH SOCIAL SECURITY 


The effort for Forand-type legislation concentrates this year on the Anderson-King bill (S. 909 - 
H.R. 4222), introduced February 13th on the recommendation of President Kennedy. The Kennedy 
health bill would permit nearly all working people to contribute during their years of employment for 
protection when they become 65. It would also give 14 million persons now 65 and over life-long in- 
surance against four types of health costs, with no means test. Combined with other programs now in 
existence almost all elderly people would then have available health benefits through a federal program. 


" The House Ways and Means Committee must consider the Kennedy proposal first. The Senate Fi- 
me nance Committee waits until the House has acted. 


Why such health benefits are needed | 


. © Most aged persons have low income—3 out of 5 have less than $1,000 a year. The average old- 
: t age benefit is only $74 a month in spite of the improvements labor has helped obtain. 


7 e Rising medical costs are a growing threat to the aged, most of whom have little or no health in- 
! surance protection. Commercial insurance is unavailable or too expensive for most of them, and 
e ' Blue-Cross Blue-Shield plans are raising rates. 


2 e Continuing unemployment intensifies the need for action since many older people have lost jobs, 
private pension rights, and support from relatives. 


e Public welfare programs (relief) are overtaxed by growing loads. Their medical allowances are 
pathetically small and in too many cases overharsh requirements limit their usefulness. 


e The 1960 amendments (the Kerr-Mills bill) give more federal funds to states which want to 
provide better medical care through public assistance, but this is for the “medically indigent,” 
no substitute for social insurance. By March 20, only 6 states had plans in operation, of which 
: 4 had been approved for federal matching grants. These plans are generally very limited, 
| whether judged by persons who could be aided or health care provided. 


e Only if the great majority of the aged have health benefits through social security will the num- 
ber who need public assistance be small enough so the states can help them adequately. Other- 
wise sufficient funds and staff will not be made available, since most state legislatures feel heavi- 
ly burdened by other financial demands, 


e Health benefits through social security would similarly assist private welfare agencies, hospitals, 
and nursing homes to do a better job, and would enable unions through prepayment and insur- 
ance plans to increase other protection for current and retired workers. 


What the Kennedy proposal (Anderson-King bill) would do 


e Pay for four kinds of health care for all persons aged 65 and over who are eligible for benefits 
under old-age and survivors insurance or the railroad retirement system: 


1. Full hospital services (other than doctor services) in one spell, for up to 90 days, after a 
deductible amount of $10 a day for up to 9 days, with a minimum of $20. 


2. Skilled nursing home services following hospitalization for up to 180 days. 
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8. Outpatient hospital diagnostie services, including X-ray and laboratory services, after a 
deductible amount of $20. 


4. Home health services for up to 240 visits a year, including nursing care, therapy, and part- 
time homemaker services. 


e Encourage care outside of hospitals when medically desirable. For example, after a spell of 60 
days in the hospital, each additional hospital day would mean the loss of rights to 2 days of 
skilled nursing home care (out of the 180 available in that spell of illness). 


© Finance these additional benefits through special social insurance contributions by persons who 
have covered earnings. The program is estimated to cost about $1 billion in early years and 
3/5 of one percent of covered payroll in the long-run. Social security contribution rates would 
be increased 14 of one percent on employers and employees and % of one percent for the self- 
employed starting in 1963. The taxable earnings base would be increased from $4,800 to $5,000 
a year beginning in 1962. This would slightly improve monthly cash benefits. It would also pro- 
vide additional income so that the new program would be fully financed and actuarially sound. 


e Permit patients to choose their own doctors and hospitals. Doctors would continue to have full 
responsibility for decisions on patient care, including the need for hospitalization. 


© Require the Secretary of Health, Education, and Welfare to consult with a representative Ad- 
visory Council on policy and regulations. He would also consult with state agencies and could 
utilize them in appropriate administrative functions. 


e Permit hospitals and skilled nursing homes to follow patterns now being used under govern- 
ment and private plans in calculating costs that are to be paid in full. No institution would be 
required to participate. 


e NOT permit the federal agency to interfere with hospital administration or supervise or control 
the practice of medicine. 


AFL-CIO Executive Council statement in support of H.R. 4222 (February 23, 1961): 


“The Anderson-King bill (S. 909-H.R. 4222) provides the framework for a sound, constructive 
program. It would pay the cost of hospital and related care for 14.2 million people through old-age, 
survivors and disability insurance and the railroad retirement system. All persons age 65 and over 
eligible under these systems would be entitled to the benefits with no means or income test. There would 
be no dependence on state legislation and appropriations, no burden on the general revenues, no waste 
of funds through complicated administration or diversion to profit-making companies. ... 


“Although urging prompt passage of H.R. 4222, we recommend that the full cost of early care be 
covered, without the deductible amounts now proposed.... The aged citizens of the nation should not 
have to make such heavy initial payments themselves. The additional cost can be met either through a 
later step-up of contributions or a long overdue inerease in the wage-base ceiling.” 


This fact sheet has been prepared by the AFL-CIO Social Security Department, which can supply 
additional materials including a leaflet entitled “Medical Care For the Aged—A Matter of Right,” and 
another leaflet, “Can You Pay Health Bills after 65?” 


If you wish to see the Kennedy Proposal (Anderson-King bill) passed, write to your Representative 
(at the House Office Building, Washington, D.C.) and your Senators (at the Senate Office Building, 


Washington, D.C.). Urge them to pass the Kennedy proposal (Anderson-King bill) on health benefits 
for the aged through Social Security! 
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AFL-CIO Legislative Department 1961 Fact Sheet No. 2 


CRISIS IN EDUCATION 


Classroom Shortage 


Q. 1. Is there really a shortage of classrooms for American children? 


Answer: The most recent survey completed by the U. S. Office of Education found a shortage of 
142,100 public school classrooms, as of September, 1960. 


_Q. 2. It is reported that we are building a lot of classrooms. Are we getting over the shortage, or 
falling further behind? 


Answer: The survey of the year before indicated a shortage of 135,200—thus, there was an increase 
in the number needed, during the last year, of 6,900. 


Q. 3. Why do we have such a shortage? 


Answer: The classroom shortage is due to an increased birthrate, and the failure to build sufficient 
classrooms. About 66,100 additional classrooms are needed to accommodate pupils in excess of normal 
bye ang an additional 76,000 are needed to replace unsatisfactory facilities; thus, the total needed 
0 100. 


Q. 4. How accurate are these figures? 


Answer: In previous years the totals were based on state-level estimates of the shortage, but these 
baer sourge were based on locally completed questionnaires, and are thus probably mo:2 accurate than 
eretofore. 


Q. 5. What does the classroom shortage mean in terms of pupils to be served? 


Answer: It means that when this school year started, the number of pupils in excess of normal 
classroom capacity was 1,868,000—an increase of 122,000 over the previous year. 


Q. 6. How does this affect the school program of the children? 


Answer: There is no way to accurately measure what our young people miss because of over- 
crowding. Certainly, the quality of our education is diminished. We do know that 36 states and the 
District of Columbia have some students attending classes on a curtailed school day, or %4 day sessions. 
Approximately 685,000 children are being deprived of a full schedule in this way. 


Teacher Shortage 


Q. 1. Do we have enough qualified teachers? 


Answer: No. There are various estimates of how many additional teachers we need. One of the 
better estimates, made by the American Federation of Teachers, is that we had an actual shortage in 
September, 1959, of 250,000 public school teachers. 


Q. 2. Are the teachers we do have fully qualified? 


Answer: The legal measure of professional qualifications of teachers determines whether they can 
be fully qualified to teach. Full-time teachers not meeting these standards, and therefore on “emergency 
substandard” certificates, number 67,200 in the elementary schools, and 24,300 in the secondary schools 
—a total of 91,500. This represents 6.5% of our public school teachers. 


Q. 3. Why do we have this continuing shortage of qualified teachers? 


Answer: Primarily because most of them are not paid an adequate salary. The last compilation of 
salaries by the U. S. Department of Health, Education and Welfare was for the school year 1957-58. 
The average salary of instructural staff in full time, public, elementary and secondary day schools for 
that year was only $4,702. While it has advanced during the last school year, and again during this 
year, it is still certainly far too low. 


College Scholarships 


Q. 1. During last year’s presidential campaign, both candidates urged the need for a general fed- 
eral scholarship program. What do others say about this? 


Answer: The AFL-CIO strongly supports the necessity for a general federal scholarship program 
for able students. A panel of consultants to the Secretary of Health, Education and Welfare recently 
urged the establishment of a broad program, providing an initial scholarship program of 25,000 grants 
annually. 


ne ; iy 
Fi au 
i 
% ee a 
: ee ; 
Be eal 
; Anat 
Z ee a 
2 ma 
» : 
’ ee ‘a 
‘ ee 
| 
m cy Mes 
ae 2 
“ . Teen EEE 
: : : . an 


ene tah 2 Sie _ 


Q. 2. Why is there such interest in this proposal? 


Answer: Because each year thousands of our best students discontinue their education, primarily 


for financial reasons. The feeling is growing that our children deserve the best education from which 
they can profit. 


Q. 3. Must there be more and more education for our children as the years go on? 


Answer: Yes, because our children need to know more and more and have a greater understanding 
to meet and solve the increasing problems of the Space Age. Whether one is a production worker, an 
artist, or skilled craftsman, he must have both an understanding and a knowledge of greater depth than 
was the case in years gone by. 


Objections and Alternatives 


Q. 1. Various objections are expressed to federal aid to education, one being that “federal aid means 
federal control.” Is this true? 


Answer: The answer to this is clear both by history and legislation. We have had assistance to 
education from the national government, federal aid that is, in various forms since the United States 
was founded. It has ranged from land grants, to specialized teaching and research grants, through the 
famous “G. I. Bill of Rights” after World War II, up to the National Defense Education Act of 1958. In 
addition we have provided national tax money for “federally-impacted” areas, for vocational education 
and for a wide variety of other special education programs. None has resulted in federal control. 


Recent bills have specifically guarded against the federal control that no one really wants. This is 
not a real argument. 


Some have suggested that there be a refund to the various states of a portion of the federal taxes 
a cf :" residents of each state with the sum to be used for educational needs. Would this be 
esirable 


Answer: This “solution” completely misses the point. One of the chief reasons for federal aid is 
to mass the taxable resources on a national basis to solve a national problem. Some states just do not 
have the taxable resources to properly strengthen their educational systems. Under this proposal the 
poor states would still be dependent on their own resources. Thus, the U. S. could not bring its wealth to 
bear where the need is greatest. 


President Kennedy’s Proposal 


Q. 1. What has the Administration said about Federal Aid to Education? 


Answer: The President’s message of February 20, 1961, to the Congress, is now being followed- 
up with proposed legislation. President Kennedy accurately described his program, in the message, as 
“ .. an essential, though modest, contribution which the Federal Government should make to finance 
education on every level.” 


Specifically the President proposed: 


(a) total grants of more than $2 billion over the next three years for the states to use for class- 
room construction and/or teachers’ salaries in the public schools. The states would decide for 
which purpose the money would be used. This proposal is embodied in H.R. 4970, introduced by 
Rep. Frank Thompson (D-N. J.), and in S. 1021, introduced by Sen. Wayne Morse (D-Ore.). 
(These bills, and the Kennedy proposal, would make substantial cuts in the existing program of 
federal aid for federally impacted area schools. The AFL-CIO believes that no cuts should be 
made in this program.) 


(b) anna of the present College Housing Loan Program to allow continuing loans for dor- 
mitories. 

(c) a college scholarship program of from 25,000 awards for the first year to 50,000 the third to 
permit able young people otherwise financially unable to continue studying the course they 
choose at the college of their choice, the grants being made on a competitive basis under state 
administered plans; and federal loans to colleges for the construction of academic facilities. 


This proposal is included in H.R. 5266, introduced by Rep. Edith Green (D-Ore.), and S. 1241, 
fatesdnced by Sen. Hill (D-Ala.). 


(d) a representative advisory committee to review and evaluate the national Vocational Education 
patsy to abe recommendations for their improvement and re-directing to better serve cur- 
rent needs. 


Prepared by AFL-CIO Legislative Department. a 
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AFL-CIO Legislative Department 1961 Fact Sheet No. 3 


HOUSING AND URBAN DEVELOPMENT—AN UNFINISHED TASK 
AND AN UNFULFILLED PROMISE 


Last year the Census found American families and individuals living in nearly 16 million substand- 
ard dwellings. 


Some 3.0 million were dilapidated shacks, hovels and tenements which should have long ago been 
torn down and replaced by decent homes. Another 8.8 million were found to be “deteriorating,” that is, 
at best, they might be made adequate for livability only by major repairs and rehabilitation. About 4.8 
million were considered structurally “sound” but lacked some or all plumbing facilities. 


In all, more than one-fourth of American homes are substandard. 


Just to provide decent homes for the millions of families now living in inadequate dwellings would 
be a tremendous challenge. However, that is only half the job we must do to achieve a well-housed 
America. In addition, we must provide for the tremendous growth of our population that lies ahead. 
By 1975, we will have 235 million people in the United States and by the end of the century 300 million. 

e present unsatisfactory state of our housing supply combined with the requirements of our rapidly 
gro population measure the magnitude of the nation’s housing needs. 


To meet these needs we must in to build now at least 2 million housing units a year and by the 
“ of a ni more than 214 million annually. This is more than double the current rate of hous- 
g cons on. 


Good living conditions for all Americans will require more than just a vastly stepped up pace of 
homebuilding. The national housing goal set forth in the Housing Act of 1949 is “a decent home in a 
suitable living environment for every American family.” 


To achieve this goal we will need to rebuild our cities and plan for sound growth of the metropoli- 
tan areas in which nearly all of our population increase is centered. 


Expanded housing construction and increased efforts to improve our urban environment will also 
give a significant boost to our overall economy. Steps taken immediately to assist and encourage home- 
building and expand urban renewal activities will help provide leuivels of thousands of jobs for unem- 
ployed workers as well as decent homes and better communities for millions of Americans. 


President Kennedy’s Program 


President Kennedy’s Special Message on Housing and Community Development of March 9, 1961, 
demonstrates the President’s determination and commitment to provide vigorous and intelligent lead- 
ership in a national effort to achieve a nation in which all families have an ey to live in good 
homes in well-planned communities. While the AFL-CIO would urge a somewhat broader approach with 
respect to some specific measures, the comprehensive, coordina program the President has recom- 
mended represents a forward-looking approach which has been sadly lacking during the past eight 
years. The President’s program deserves sympathetic consideration and prompt action by the Congress 
and enthusiastic support of all Americans. 


The President’s specific recommendations and AFL-CIO views on them are as follows: 


(1) Housing for Moderate-Income Families.—The President recommends: 
A. No-downpayment, 40-year mortgages for lower-priced homes with government-insured mort- 
gages. 


B. Long-term, low-interest loans for rental and cooperative housing to be occupied by families who 
poe afford to purchase or rent homes in today’s private market. by 


The AFL-CIO supports the basic objectives of these measures and especially commends the intent of 
the President to meet the housing needs of the families not served by speculative builders. However, 
we urge broadening of the low-interest, ee Bern loans to include housing for sale as well as rental and 
cooperative housing. We recommend authorization of at least $1 billion for such loans to provide homes 
at P pocorn cost for moderate-income, elderly, and minority families and others whose needs are pres- 
ently unmet. 


(2) Housing for Low-Income Families.—The President requests authorization for construction of 
100,000 low-rent public housing units for low-income families of which 50,000 would be earmarked for 
elderly couples and individuals. 
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The AFL-CIO urges authorization for construction of 400,000 units to complete the 810,000-unit 
program Congress authorized in 1949. While we strongly favor adequate provision for the elderly in 
low-rent public housing, we regard allocation of a fixed number of units for exclusive use of the elderly 
as unwise and unduly inflexible. Instead, public housing should be permitted to serve the most urgent 
needs as they arise in various localities and at different times. 


(8) Housing for the Elderly.—The President asks for continuance of the present program of low- 
ang loans for housing for the elderly and a specific allocation of 50,000 units for the elderly in 
public housing. 


The AFL-CIO would prefer not to segregate the elderly as a special group either administratively 
or in special communities. Instead, dwellings suitable for the elderly at all income levels should be pro- 
vided in all phases of the housing program. 


(4) Urban Renewal.—The President recommends an authorization of $2.5 billion over a four-year 

period “to develop an effective long-range program to arrest and remove blight and revitalize our cities.” 

n making this request he stresses that local communities must be able to count on adequate and con- 
tinuing support through a long-term Federal commitment. 


The AFL-CIO urges an authorization for urban renewal at no less than the annual rate the Presi- 
dent has requested, but for a 10-year period. We urge the more extended period of authorization be- 
cause of the long lead-time required in planning and developing urban renewal projects. 


These are the main features of the President’s program. In addition, he has asked for measures to 
aid and facilitate: 


(1) Residential rehabilitation and conservation. 

(2) Metropolitan development. 

(3) Acquisition of land reserves to assure a more orderly urban and suburban development. 
(4) Community facilities and urban transportation. 

(5) Rural housing. 

(6) Veterans housing. 

(7) Housing training and research. 


The AFL-CIO supports the broad objectives of all of these recommendations as essential to a com- 
prehensive forward-looking housing and urban development program. 


Most of the President’s recommendations would be carried out by S. 1478, introduced by Sen. 
Sparkman, and H.R. 6028, introduced by Rep. Rains. 


To coordinate and provide leadership for the nation’s housing and community development pro- 

— the President has called for the setting up of a new Cabinet-level Department of Housing and 

rban Affairs. The AFL-CIO strongly supports this recommendation and urges the Congress to author- 
ize establishment of the new Department without delay. 


Prepared by AFL-CIO Research Department. 
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AFL-CIO Legislative Department 1961 Fact Sheet No. 4 


HEALTH PERSONNEL, FACILITIES, AND SERVICES 


The health care available to the American people can and must be vastly improved through use of 
the powers and resources of the Federal government to increase the supply of professional health per- 


pee to improve the organization of health services, and to assist in the financing of necessary health 
cilities, 


As President Kennedy said in his health m to the Congress, “The dramatic results of new 
medicines and new methods—opening the way to a fuller and more useful life—are too often beyond the 
reach of those who need them most. 


AFL-CIO policy on health and medical care is based on the premise that the benefits of modern 
American medicine should be available to every man, woman and child in the nation. 


A. HEALTH PERSONNEL 


The need for legislation to provide federal assistance to medical, dental, and public health education 
is so compelling, so well documented, and so immense that it is impossible to justify further hesitation 
or delay. Our doctor shortage is critical. In the face of widespread evidence that there are currently 
not enough doctors to provide adequate care to our present population, the doctor-patient ratio is 
steadily declining. Merely to maintain the present physician-population ratio, 3600 more medical stu- 
dents would have to be graduated annually than were graduated in 1959. 


The chief barrier to any substantial increase in the supply of physicians is the limited | of 
the nation’s medical schools. Existing schools must be expanded and new schools must be built. Both 
can be done without injury to the quality of medical education. 


It is clear that existing sources of financial 7 +e are completely unable to meet the costs of a 
construction and expansion program adequate to the nation’s needs. Federal financial aid is the only 
realistic and practical answer. 


In addition we must make it possible for many more young people to meet the high cost of medi- 
cal training. If the equality of opportunity we cherish in America is not, because of the enormous cost 
of medical training, going to exclude promising young men and women from the opportunity to become 
physicians, then federal aid for scholarships to medical and dental students is an absolute necessity. 


In recognition of these facts, the last AFL-CIO Convention called upon Congress to enact legisla- 
tion to “provide immediate and adequate Federal assistance to schools training medical and related per- 
sonnel, in the form of age for construction, expansion, ——- and maintenance of physical 
facilities, for research, for student scholarships, and to subsidize day-to-day operating costs. Such 
poser oh — provide incentives for the cctubliahanenk of new schools, and for existing schools to expand 
enrollmen 


The Hill (D., Ala.) and Harris (D., Ark.) bills (S. 1072 and H.R. 4999), based on the President’s 
proposals for grants to medical and dental schools to assist in financing of planning, construction, ex- 
pansion, restoration, and cost of education, and for scholarships to talented medical and dental students 
in need of financial assistance, and the Fogarty bills, (H.R. 27 for construction grants, H.R. 3276 for 
grants for cost of operation, and H.R. 3438 for schol ps) incorporate these principles and objectives. 


B. COMMUNITY HEALTH SERVICES AND FACILITIES. 


1. Loans to Comprehensive Medical Care Plans. 


High quality medical care can be made more readily available to workers and their families 
through a vast expansion in comprehensive direct service health plans based on group prac- 
tice. Such plans have been developed in response to new developments in medical science which 
have made medical practice more complex and medical care more expensive. Comprehensive 
- health plans eliminate the economic barriers to needed care through complete prepayment; 
instead of the prevalent emphasis on in-hospital benefits, care is directed toward the prevention 
and early detection of disease. Medical services are provided by family physicians and special- 
ists wor ng as a team, each doctor doing what he is trained to do best. The combination of 
comprehensive prepayment with the group practice of medicine provides the setting in which 
: ty care can be rendered at premiums that working people can afford to pay and can 
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Qne of the major obstacles to the establishment and spread of such plans is the difficulty 2) 
‘ in financing the necessary facilities. Low-interest federal loans to comprehensive medical care 
a plans, as provided for in the Humphrey (D., Minn.) and Rhodes (D., Pa.) bills (S. 1158 and 
eh rag yes ) are an essential part of a rounded program to bring the best of modern medicine 
a ericans. 


2. Financing of Other Health Facilities and Services. 


Legislation is needed to improve the abysmal state of currently available nursing home care. 
Funds for construction of high quality non-profit nursing homes should be increased. Standards 
for construction and operation of nursing homes should be set and maintained at a high level. 


There is an urgent need for a program of federal grants to state and local governments 
and voluntary agencies and institutions to stimulate the development, improvement, and expan- 
sion of health services, with particular emphasis on services for the aging and chronically ill. 


To improve the services of hospitals, and the utilization of hospital services, additional 
research funds are needed, as well as a program of project grants for the construction of ex- 
perimental or demonstration hospitals and other medical facilities. 


The Community Health Services and Facilities Bills, introduced by Sen. Hill (S. 1071) and 
Rep. Harris (H.R. 4998) incorporate these principles. 


Prepared by the AFL-CIO Social Security Department. 
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AFL-CIO Legislative Department 1961 Fact Sheet No. 5 


CIVIL RIGHTS 


The Need: 


The need for more action to assure civil rights for al! Americans was clearly summed up in a state- 
ment adopted by the AFL-CIO Executive Council on February 28, 1961. That statement said, in part: 


“The overwhelming concern of this Executive Council for the plight of our fellow Americans 
trapped in this recession must not be construed as evidence that we consider this America’s only 
major problem. In fact, this recession serves to spotlight one of the nation’s most grievous prob- 
lems and certainly its No. 1 moral problem—the denial of full civil rights to all of its people. 


aa constitute 10 per cent of our labor force but they constitute 20 per cent of the un- 
employed. 


“Daily, the conscience of America is disturbed by the facts of civil rights violations and by the 
evidences of continued existence of discrimination and segregation which blot the bright banner of 
democracy. Despite the Supreme Court decisions, segregated schools still exist. Despite the force 
of public opinion, Americans are still denied equal service, equal pcg equal rights, equal 
housing, and, in some areas, equal justice—solely because of their color, religion or national origin.” 


Administration Position: 


The Kennedy Administration is clearly committed to a bold and comprehensive program to act on 
every aspect of the civil rights issue. The Democratic platform, on which it ran and was elected, is the 
clearest and strongest in history. In the first weeks of the Administration, it has become quite clear 
that it intends to implement its commitment—at least for the present—on the Executive rather than the 
legixlative front. It has stated its convictions, and this has been shared by many students of the sub- 
ject, that much can be accomplished under existing Constitutional and statutory authority. This con- 
viction, plus the realistic appraisal of the legislative outlook, has led to stress on the Executive front. 


On March 6, this executive branch approach was demonstrated by the issuance of an Executive 
Order creating the President’s Committee on Equal Employment Opportunity. The committee takes 
over the functions of two existing committees, one dealing with government employment policy and 
the other with employment practices of government contractors. Much stronger enforcement powers, 
including the right to cancel government contracts, is included. This is a recommendation long advo- 
cated by the AFL-CIO. 


The President has already spoken out clearly in euogert of the Supreme Court decision on school 


desegregation. This, plus the active intervention of the Department of Justice, can do much to speed 
up school desegregation. There have been appointments of Negroes to a variety of posts in the Execu- 
tive branch and these can serve as a model to private employers. In addition, the President has told a 
news conference that he is studying the broad area of executive action in other fields, including housing. 


The Legislative Outlook: 


Because of the emphasis on executive action, there have not as yet been any Administration recom- 
mendations on legislation. It is generally understood that the Administration wishes to see first how 
much progress is possible without additional legislation, and that it wishes to see the bulk of its eco- 
nomic and anti-recession program enacted first. However, numerous bills have been introduced, and will 
be introduced by leading civil rights advocates in the Congress. Senator Clark (' a.) and Rep. Celler 
(N. Y.) are prepared to submit a package of bills to carry out the Democratic pla‘ form pledges. These 
two were designated by Mr. Kennedy, during the campaign, to develop such legislation. It is believed 
that the package will include the following: 


1. Abolition of poll taxes. 


2. Abolition of literacy tests as a voting requirement. : 


3. ren for submission of desegregation plans for every school district to be effective by 
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Technical and financial assistance to school systems aiming to desegregate. 

Authority for Attorney General to institute civil suits to enforce equal rights (Part III). 
Fair Employment Practices Legislation. 

Extension and strengthening of Civil Rights Commission. 


On March 8, Democratic Mb Hubert Humphrey, joined by a number of Senators in both parties, 
submitted a set of civil rights bills (S. 1253 through S. 1258) that covered interstate travel facilities, 


discrimination in employment, poll taxes, civil suits to protect rights, lynching, and the Civil Rights 
Commission 


sf? FS & 


On March 24, 1961, Senator Douglas (joined by Senators Humphrey, Javits, Case, Morse, Kuchel, 
Carroll, Hart, McCarthy, Allott, Gruening, Moss, Young, Engle, Williams, Neuberger, Long, and Pell) 
introduced S. 1684, which is very similar to S. 810 of the 86th Congress—the bill which received broad 
backing by all civil rights groups. It includes provisions for technical and financial support to school 
districts seeking to desegregate, and for authority for civil suits to protect constitutional rights. Sen. 
Javits (R-N. Y.) has also introduced a number of bills to provide strong civil rights protection. 


All of the above bills would be consistent with the legislative recommendations of the labor move- 
ment and would be strongly supported by the AFL-CIO. To the extent that the Kennedy Administration 
oe re remedies for the objectives of this legislation, of course, the legislative program 
cou m 


Labor representatives should use every opportunity to indicate their support for civil rights legisla- 
tion. As the legislative situation becomes clear, the AF'L-CIO will make available to all its affiliates spe- 
cific information on the kind of follow-up that is needed. 


On the House side, the chairman of the House Judiciary Committee is Emanuel Celler. He has 
always been a staunch supporter of civil rights, and, as indicated above, he will be introducing bills 
to implement the Democratic platform. On the Senate side, civil rights forces sustained a serious loss 
in the death of Senator Hennings of Missouri who for years headed the Constitutional Rights Subcom- 
mittee of the Judiciary Committee. This post is now held by North Carolina’s Senator Ervin, one of 
the most active onents of meaningful civil rights legislation. Principal backers of civil rights in the 
Senate Judiciary Committee are Democrats Carroll, Hart and Dodd, and Republican Keating. 


Prepared by AFL-CIO Education Department. 
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FOREIGN AID FOR A DECADE OF DEVELOPMENT 


President Kennedy has called for revitalizing, tightening and expansion of the nation’s foreign aid 
efforts. The objective is to stimulate speedier economic growth in the less developed countries so that 
they can achieve economic stability and a better life for their people. The program the President has 
recommended is in substantial agreement with the foreign aid measures the AFL-CIO has vigorously 
advocated for many years. 


The President has said that the 1960s must be “a decade of development.” During this decade 
economic assistance can permit many of the less developed nations to achieve self-sustained growth 
while others move closer to the time when they too will be substantially self-reliant. The goal, in the 
President’s words, is “an enlarged community of free, stable and self-reliant nations [which] can re- 
duce world tensions and insecurity.” 


Deficiencies in Present Programs 


The President has pointed out that while our present foreign aid program is making a significant 
contribution to the growth of the developing countries, the program’s effectiveness has been weakened 
use : 


(1) It is administered in a somewhat uncoordinated fashion by a number of agencies and depart- 
ments under a series of legislative measures and administrative procedures. 


(2) It has to depend on year-to-year authorizations and appropriations by the Congress which is 
thoroughly inconsistent with the long-term planning needed. This has reduced the effectiveness of both 
our own assistance and the self-help efforts of recipient nations. 


New Principles in Foreign Aid 


: Ss fresh approach to foreign aid, the President has recommended the following concepts and 
principles: 


(1) Unified administration by a single agency. A new overall agency to coordinate all economic 
assistance activities. This will cover the operations of the International Cooperation Administration, 
which handles technical assistance; the Development Loan Fund, which makes long-term loans for 
oo development projects; the Food for Peace Program; and various other economic assistance 
activities. 


(2) Country plans. This means programs carefully tailored to the requirements and potentialities 
of each country. 


(3) Long-term planning and financing. 
(4) Special emphasis on long-term, low-interest loans for economic development. 


(5) Encouragement to recipient nations to mobilize their own resources, make necessary social and 
economic reforms and engage in long-range planning. 


(6) Multilateral approach. This means other advanced nations, not just the U.S., should make their 
contribution to the economic development of less developed countries. 


(7) Separation of military from economic assistance. Economic assistance must be determined and 
financed on its own merits without confusion with the separate role of military aid.* 


The AFL-CIO has repeatedly urged in the past that each of these principles be incorporated in our 
foreign aid program. If with Congressional approval this now takes place, a solid foundation will 
have been laid for an effective practicable program of assistance to the less developed countries. Such 
a program would at least begin to measure up to our capabilities and their needs. 


The President has indicated that he will est $1.6 billion for military assistance for the next fiscal to ' 
cluded in the overall appropriation for pak roel» mg year to be tn 
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Tools for the Foreign Aid Job 


To meet the requirements of a new dynamic foreign aid program President Kennedy has requested 
the Congress to authorize a new foreign aid agency with authority to undertake long-term financing 
of economic, social and technical assistance to less developed countries. Instead of depending on the un- 
certainties of annual Congressional appropriations, the new agency should have available for long-term 
low or interest-free loans $900 million for fiscal year 1962 ending June 30, 1962, and $1.6 billion for 
each of the succeeding four fiscal years. This is a total of $7.3 billion for 5 years or slightly less than 
the $8 billion recommended by the AFL-CIO for a similar period. 


In addition, the President has requested for fiscal 1962 $1.5 billion to finance activities not 
suitable for loans. These funds would cover grants for education, social progress and institutional de- 
velopment, the Peace Corps and sustaining aid. 


Thus for fiscal 1962 a total of $2.4 billion would be available for the various economic aid programs 
in the form of both loans and grants. 


Because of the critical importance of Latin America to our welfare and security, the U.S. has joined 
with other Western Hemisphere nations in a special program for economic development of Latin Amer- 
ica. At the request of then President Eisenhower, the Congress last year authorized $500 million as the 
first step toward meeting the U.S. share of the cost of this program, but this amount must now be ap- 
propriated - Ogg Congress. President Kennedy has requested that these funds be made available as 
soon as possible. 


Foreign Aid Boosts U. S. Economy 


Fully $2 billion of the $2.4 billion President Kennedy has requested for foreign aid in fiscal 1962 
‘would be spent for goods and services directly benefiting the U. S. economy. These funds will not only 
help to better the job opportunities and living standards of the poverty-oppressed people in the less de- 
veloped countries, they will also help to make possible jobs for several hundred thousand U.S. workers. 
Foreign aid will thus contribute to fuller utilization of our industrial capacity and additional employ- 
ment opportunities:for American workers. 


Prepared by The AFL-CIO Research Department 
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AMERICAN FARM LABORERS—OUR MOST NEGLECTED AND EXPLOITED WORKERS 


Agriculture is America’s number one industry. Its capital investment exceeds $200 billion; its cash 
wer’ Ag sales exceed $33 billion; its output per manhour has skyrocketed more than 125% since 
or ar II. 


Yet, the 2 million Americans who work for wages in agriculture more than 25 days per year are 
the most. degraded members of our labor force. 


The average farm worker earns the lowest wage in the American economy,—82¢ per hour in 1960. 


He is likely to have employment less than half the days of the year. Including earnings on non- 
farm jobs, he averages about $1,000 in cash wages per year. 


Moreover, he and his family are deprived of almost all the legislative benefits that now protect 
other American families. 


Farm workers—who need unions so badly— are excluded entirely from the protection of the Na- 
tional Labor Relations Act. Farm workers—the most exploited Americans—are excluded entirely from 
the benefits of the Federal Fair Labor Standards Act. Farm workers—so tragically insecure—are forced 
to bear the entire burden of their own joblessness because they are excluded by almost all state unem- 
ployment compensation laws. Farm a pigeon in our third most hazardous industry—are 
almost universally denied coverage under our Workmen’s Compensation Acts.* 


Migratory Workers: Worst off of All 


The plight of our 400,000 migratory farm workers is a national scandal. Often exploited at the 
outset by unscrupulous labor contractors who move them by truck from one work-place to another, 
their lodgings are likely to be foul and unsanitary shanties. Their wages are the lowest. Generally 
they are denied critically needed health and welfare services because of local residence requirements, 
Frequently, their children are forced by economic necessity to work beside them in the fields and, thus, 
are deprived of even a minimum education. Most migrants are not even covered by Federal old-age and 
survivors insurance. 


As though these misfortunes aren’t enough, Congress still subjects them to the unfair competition 
of nearly 350,000 foreign workers. Each year, these imported laborers—mostly from Mexico—enter 
the United States under the terms of an outdated piece of Federal legislation called Public Law +78, 
inaugurated in wartime when manpower was urgently needed. 


Today, with labor shortages a myth, why does this law remain on the books? Simply because 50,- 
000 large agricultural producers—less than 2% of our farms—benefit from the assurance of an adult 
male work force at cut-rate prices. 


Farm Workers and the Family Farm 


Every effort to raise the standards of American farm workers is met with the outcry that the 
American farmer will be destroyed. This is hypocritical nonsense. 


According to the latest figures, 53% of all farms use no hired workers and on another 33% the 
farm family performs nearly all the work. Clearly, the plight of the farm laborer is not due to this 86% 
= our farms and an improvement in the farm workers’ lot can’t be viewed as a menacing addition to 

eir costs. 


Even more significant, this 86% of all our farms is in direct competition with the 5% at the top 
that account for 70% of the total farm wage bill. By maintaining sweatshop conditions of wages and 
work, this handful of corporation-type growers continues to enjoy an unfair advantage over family- 
type farms by getting one of the important elements of its production costs at bargain rates. 

Thus, the degradation of the hired farm laborer lowers the value of the labor of the family farmex 
and cuts his family income. 


NOW IS THE TIME TO ACT 


The AFL-CIO campaign to organize migratory workers, the relentless publicity about their plight 
by church and other sympathetic groups and the growing concern of the Kennedy Administration and 
many members of the Congress, encourage the hope that real progress to help these people will now be 


* For more detail, read “The American Farm Worker,” AFL-CIO Economic Trends and Outlook. May-June 1960 
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Public Law +78 Must be Reformed or Terminated 

The AFL-CIO supports H.R.6032, introduced by Congressman Merwin Coad (D. Iowa) and en- 
dorsed by the Kennedy Administration, which would reform P. L. +78 by correcting its worst abuses. 
H.R 6082 would give the Secretary of Labor authority to limit the number of foreign workers em- 
ployed by any grower; demand a guarantee that the employer of foreign workers would offer wages 
and other benefits to American workers at least comparable to those now received by Mexicans (under 
intergovernmental agreement they now are often higher); require employers of Mexicans to offer 
American workers at least as much as the average hourly rate for farm workers in the state or nation, 
whichever is lower; ete. Enactment of these reforms will substantially reduce foreign worker im- 
portation and end its adverse effect on the job and wage opportunities of Americans. 


On the other hand, the grower dominated House Agriculture Committee has already reported out 


H. R. 2010, which would extend P. L. #78 with no reforms for two more years beyond its December 
$1, 1961 expiration date. 


Every effort must now be made to defeat H.R.2010 on the floor of the House and substitute H.R. 


6032. Failing this, we must defeat the effort of the growers to extend P. L. #78 without reforms when 
it comes before the Senate. 


Other Bills to Aid Farm Workers 


On February 28, Senator Harrison Williams of New Jersey introduced 11 farm labor bills to meet 
the rage needs revealed in hearings conducted by the Senate Subcommittee on Migratory Labor. On 


March 7, Congressman Zelenko (D. New York) introduced identical bills in the House. Here are the bills 
and their Senate and House numbers: 


SO OCCT ETS Sea eaees $.1123 H.R.5291 
Education of Migrant Children . ce eaeews $.1124 H.R.5287 
Education of Migrant Adults ........... $.1125 H.R.5286 
Crew Leader Registration .............. 8.1126 H.R.5289 
Minimum Wage ..... AE ae Gey aia y a $.1122 H.R.5966 
Migrant Health Services ............... $.1180 H.R.5285 
National Citizen’s Council .............. 8.1182 H.R.5288 
PE nice back bibs 04 68660 nue kins $.1127 H.R.5284 
Collective Bargaining (NLRB) . pyidied's ove $.1128 

Domestic Stabilization Program ........ © §.1129 H.R.5290 
Day Care for Children ..........ceseees $.1131 H.R.52938 


In brief, these bills would provide better educational opportunities and decent health facilities for 
migrants and their children, end exploitation by crew leaders, provide day care for children, improve 
migrant housing, limit child labor in the fields, give farm workers minimum wage coverage and the 
protection of the National Labor Relations Act, ete. 


Senate hearings are now in progress on the first six of these bills. They have been endorsed by the 
Kennedy Administration with some changes. All are supported in principle by the AFL-CIO. With a 
vigorous effort, they can and should be enacted during the course of the 87th Congress, Inform your 
Congressmen of your interest! ! 


Prepared by The AFL-CIO Research Department 
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DAVID DUBINSKY 
A. J. HAYES 


LEE W. MINTON 
O. A. KNIGHT 


GEORGE MEANY 


WALTER P. REUTHER 
WM. C. BIRTHRIGHT 
WM. L. McFETRIDGE 


JACOB S. POTOFSKY 


PETER T. SCHOEMANN 


EXECUTIVE COUNCIL 


WM. F. SCHNITZLER 
SECRETARY- TREASURER 


EXECUTIVE COMMITTEE 


PRESIDENT 


GEORGE MEANY 
WALTER P. REUTHER 
GEORGE M. HARRISON 
JAMES B. CAREY 
HARRY C. BATES 
DAVID J. MCDONALD 
DAVID DUBINSKY 
WM. F. SCHNITZLER 


GEORGE M. HARRISON 
JAMES B. CAREY 
DAVID J. MCDONALD 


HARRY C. BATES 

WM. C. DOHERTY 

EMIL RIEVE 

MAURICE A. HUTCHESON 
L. S. BUCKMASTER 
RICHARD F. WALSH 
JAMES A. SUFFRIDGE 
PAUL L. PHILLIPS 

W. A. CALVIN 


JOSEPH CURRAN 
JOSEPH D. KEENAN 

A. PHILIP RANDOLPH | 
JOSEPH A. BEIRNE 
KARL F. FELLER 

L. M. RAFTERY 


815 SIXTEENTH STREET, N.W. 
WASHINGTON 6,D.C. NATIONAL 8-3870 


Dear Union “Organizer”: 


Herewith is the second edition of ORGANIZAIDS, written and 
prepared by the AFL-CIO Department of Organization. ORGANIZAIDS is 
a service designed to aid union representatives in all fields and 
at all levels, in the vital task of organizing the unorganized. 


It is not meant as a “promotion” for the use of literature 
in organizing campaigns. It simply recognizes that organizational 
literature is one tool in the organizer's kit which must often be 
used, and attempts to help him in improving the effectiveness of 
that tool. 


To those who are familiar with the first edition of 
ORGANIZAIDS, you will note an enlargement in form and design. 
hope this enlargement will add usage and effectiveness. 


We 


I would suggest you read carefully the covering instruc- 
tions in order to secure maximum usage. I will appreciate any 
questions, comments or suggestions with respect to ORGANIZAIDS. 


WC 


Fraternally, 


John W. Livingston 
Director of Organization 
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EHRSTRUCTIORNS 


This edition of organizaids comes to you in four 
sections as follows: 


Section 1: On-the-spot 83x11 leaflets 

Section 2: On-the-spot Color Attention Getters 
Section 3: On-the spot visual aids for leaflets 
Section 4: Printed multi-color pamphlets 


* * * * 


Section 1: On-the spot 84x11 leaflets 


"Right or Wrong?" 

"Whose Voice is Speaking?" 
"How to Ring the Bell" 

"The Old Stall" 

"NLRB...A Name To Get Used To" 
"It's OK To Organize™ 

"Let's Be Fair™ 


All seven of these leaflets are in the form of the 
leaflets presented in the first edition of ORGANIZAIDS. 
They are prepared with illustrations thet are easily 
reproduced on stencil for mimeographing, or adaptable 
for letterpress or offset printing. The copy is written 
and printed in type-size which takes the same amount of 
Space as typewritten copy. The purpose in these leaflets 
is (1) to present an idea to meet a situation which 
generally develops; (2) to present it-in such form as 
to make it easy to reproduce the leaflet on short notice 
in the field "on-the-spot"; (3) to make it immediately 
adaptable to any changes in content or copy that will 
help make your message more effective. 


Particular attention should be paid to "Right or 
Wrong" with its attached additional religious quotations; 
to the instruction sheet with "It's OK to Organize" where- 
by you are able to utilize the 83x11 leaflet in an 84x14 
form without the appearance of added heavy copy; and to 
“Let's Be Fair’t, designed to demonstrate an on-the-spot 
use of an idea culled from a standardized pamphlet. 


* 


* * * 
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Instructions 
page 2 


Section 2: On-the-spnot colored "Attention Getters" 


“Hold Everything" 
"Check the Facts" 

"Get a Clear Picture" 
“The Way to Get Ahead" 
"It's the Law" 

"The Continental Cow" 


These are printed 84x1l sheets with ample space 
left for your message. These are printed in quantity 
and can be ordered in whatever quantity you want in 
mimeoOgraph stock or on paper suitable for offset or 
letterpress printing. (See attached price list and 
ordering instructions). 


Their purpose is to give organizers in the field 
an Opportunity to utilize a strong attention-getting 
color design and at the same time present a topical 
localized theme to their leaflet. A little study of 
these leaflets, and a little imagination, will reveal 
a multitude of usages. For example, "The Way to Get 
Ahead" might mean attending a meeting, signing an 
authorization card, becoming a volunteer organizer, 
joining and forming a union for the improvement of 
wages etc., Or many many other messages. 


* * * * 


Section 3: On-the-spot visual aids for leaflets 


These four pages are designed to assist in the 
on-the-spot leaflets which you prepare to meet specific 
Situations in an organizational campaign. They are 
drawn in bold, simple, single-stroke lines so that they 
can be used effectively in mimeographing work, letter- 
press or offset printing. They add animation and 
attractiveness, thus helping to make your leaflets more 
effective. Remember that your leaflets create an image 
of your union in the mind of newly-approached workers. 

A neat, attractive and orderly leaflet means the image 

of a neat, attractive orderly union. A sloppy, careless, 
unattractive leaflet creates the impression oF a sloppy, 
careless, unattractive union. A little more animation 
through these cartoon figures, a little more white space 
and, perhaps, a little less copy, can well increase the 
effectiveness of your message. 


* * * * 
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Instructions 
page 3 


Section 4: Printed multi-color pamphlets 


"What is the Union?" 

"The Cost of Not Belonging" 
"Look Out Below" 

"Safety in Numbers" 

"When Great Men Agree" 


These are leaflets that are standardized in form 
and content and that cannot be changed “on-the-spot” 
like the others. An attempt has been made to identify 
specific subject matter which most generally is a factor 
in an organizing campaign and then to present an attrac- 
tive and impressive pamphlet that attacks the specific 
problen. 


These are prepared so that they can be used in 
the greatest number of situations without the need for 
change. It is felt that what may be sacrificed through 
the loss of "localizing" is gained in attractiveness, 
content and design. 


As indicated above, in the section dealing with 
the black ami white 83x1ll leaflets, these standardized 
pamphlets can be a source for ideas for organizing 
literature prepared on-the-spot. "The Boss Has Rights" 
leaflet has its origin in the multi-color pamphlet, 
“Look Out Below". 


These pamphlets are available in any quantity and 
can be ordered through the AFL-CIO Department of 
Organization. (See attached price list and ordering 
instructions). 
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ORGANIZAIDS PRICE LIST 
a a ne need 


PRICE PER COPY IN LOTS OF 


PRICE PER 100 IN LOTS OF 
100-500--------75¢ 
500-1000------- 60¢ 
over 1000-----=50¢ 


Pub. No. Title 


0O.D. Del HOLD EVERYTHING 
O.D, De2 IT'S THE LAW 

0.D. D-3 THE CONTINENTAL COW 
0.D. D-4 CHECK THE FACTS 
O.D. DeS GET A CLEAR PICTURE 


O.D. D-6 THE WAY TO GET AHEAD 


* ae * * * 


IMPRINTING COSTS 


National and International Union names can be im- 
printed on the multi-color pamphlets (F Series) in 
accordance with the following price schedule: 


$3.25 per thousand up to 5000 copies|: 
$2.00 for each additional thousand 


No, Title 

F-1 - What is the Union? 

F-2 Safety in Numbers 

Fe3 The Hidden Cost of Not Belonging 
F-4 When Great Men Agree 


F.-5 Tae Look Out Below 


Pub. No, Title 100-500 500-1000 Over 1000 
O.D. R21 ‘WHAT IS ‘THE UNION? 5¢ 4¢ 3¢ 
O.D. F-2 -SAPETY IN NUMBERS 3¢ 2¢ 1¢ 
(0.D, Fe3 THE HIDDEN COST OF NOT BELONGING 3¢ 2¢ 1¢ 
O.D. F-4 WHEN GRBAT MEN AGREE _3¢ 2¢ 1¢ 
0.D. Fe5 LOOK OUT BELOW _ 4¢ 3¢ 2¢ 

* * * * * , 
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ORDER BLANK 


AFL-CIO DEPARTMENT OF ORGANIZATION 
815 - loth Street, N. W. 
Washington 6, D. C. 


(Date) 


Please send the following material to the address below: 


Quantity Item Cost 


ORGANIZAIDS, Second Edition 
(@ $1.00 per kit) 


Name 


Title 


Union 


Address 


/ 7 Check or money order is enclosed. 
/ 7 Please bill the above. 


(Checks should be made payable to William F. Schnitzler, 
Secretary-Treasurer, AFL-CIO.) 
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ORDER BLANK 


OQRGANIZAIDS 


AFL-CIO DEPARTMENT OF ORGANIZATION 
815 - 16th Street, N. W. 
Washington 6, D. C. 


COST 
PUB. NO. TITLE MATERIAL | IMPRINTING 
pariee 
0.D. F-1 | WHAT IS THE UNION? 
0.D. F-2 | SAFETY IN NUMBERS 
0.D. F-3 | THE HIDDEN COST OF NOT BELONGING 
0.D. F-4 | WHEN GREAT MEN AGREE 
0.D. F-5 | LOOK OUT BELOW 
0.D. D-1 | HOLD EVERYTHING 
1 0.D. D-2 | IT'S THE LAW 
i 0.D. D-3 | THE CONTINENTAL COW 
| 0.D. D-4 | CHECK THE FACTS 
| 0.D. D-5 | GET A CLEAR PICTURE 
0.D. D-6 | THE WAY TO GET AHEAD 
TOTAL 
GRAND TOTAL, 
Name 
Union 
Address 
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/ 7 Check or money order is enclosed. / 7 Please bill the above. 
(Checks should be made payable to Wm. F. Schnitzler, Secy.-Treas.) 
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EDITOR'S NOTE: 


It is recognized that various religious 
groups all over the nation have adopted 
policy positions concerning organized 
labor, unionizing, and the concept of 
collective bargaining. The leaflet 
"RIGHT OR WRONG" contains citations from 
the three major religious faiths of this 
nation, Protestant, Jewish, and Catholic. 
Attached are additional quotes and cita- 
tions which may prove more effective in 
certain situations or in certain localities 
than those contained on the completed 
sample leaflet. In such cases it is a 
Simple matter to make the more effective 


substitution as you prepare the leaflet. 
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THE PRESBYTERIAN CHURCH, U.S.A. 


“Laber unions have been instrumental in achieving a higher 
standard of living and in improving working conditions. They 
have helped to obtain safety and health measures against occupa- 
tional risk; to achieve a larger degree of protection against 
child labor; to relieve the disabled, the sick, the unemployed; 
and to gain a. more equitable share in the value of what they 
produce. These and other gains which labor unions have done 
much to win haye reached far beyond their own membership and 
have benefited those who have not shared in the activity.” 


--- Report on “The Church and Industrial 
Relations”, approved by the General 
Assembly, 1944 


“The rapid growth of industry has brought management-labor 
problems to the fore in the south... 


"This raises the question of the responsibility of the 
Church in relation to labor-management problems. Many denomin- 
ations have made pronouncements pointing to the responsibility 
of the Church to claim both management and labor for Christ. 
Recognition has been made by several denominations of the right 
of labor to Deganize and of collective bargaining as a legitimate 
medium for determining wages, in which decisions are mutually and 
voluntarily reached.” 


--- General Assembly, 1950 


"The right of labor to organize and to bargain collectively 
with employers is clearly an inalienable right in a democracy and 
has so been recognized by our Government.” 


--- Synod of Tennessee. 


IT AN CH AMERICA 


aa earl The Church must. listen sympathetically to the leaders 
of organized labor aad agriculture and the spokesmen of management 
and business.” nn 


soul _ oe General Assembly, 1950 


is gt sips ee 
“We consider it a duty for (union) members to attend union 
meetings and make their influence felt.” 


‘ ? 
ay ihe 


--- General Assembly, 1955 


{sau eit 

eae i 

a : Bi 

a. a 

_ v 

mt 

— 
Ne : t 
| ~ 
— ~ 
qi eee ; q 
4 
{ ' 
j ‘ 
j | 
. t 
Hh 4 fe 
Sas g 
a f 
— | : 
oo : 
¥) ‘ f 
, # 
_ 
ee 
; 
7 3 ‘i ’ id ee 
aha / LP eg e 
a 0k? a 
he ee Paes 
og pales 
pe oe 
ensiy } ses 
Me oxo 
cen . Ea 
| a 
Yon " 
eh i 
; } a 
; q * . whe 
ba 
PO 
| 
ne 
: i 

7 THE UN : : 

Se eine 

: | ‘ 

‘ e 
cir Bee 
: a. es 
in She 
ME ca Po. 
ad é is 
SS = 

~ “ 
| ee 
7 - ; " Po 
‘ wk. 
. 6 429 
Te,'9 
, Py “% 
4 hy oe ind 
7 \ 7 
hee ie 
: ft ec 
Be % 
a a 
: nn nnn — ee 
ah iad 7 SS er ee 
e 
. Cd : j F 


a aT 


CATHOLIC 


i “Because social relations is one of man's natural require- 
ments and since it is legitimate to promote by common effort 
decent livelihood, it is not possible without injustice to deny 
or to limit either to the producers or to the laboring and farm- 
ing classes the free faculty of uniting in associations by means 
of which they may defend their proper rights and secure the 
betterment of the goods of soul and body, as well as the honest 
comforts of life.” 


--- Pope Pius XII, “Sertum Laetitiae”, 
November 1, 1939 


“Labor can have no effective voice as long as it is un- 
organized. To protect its rights it must be free to bargain 
collectively through its own chosen representatives. If labor 
when unorganized is dissatisfied, the only alternative is to 
cease work and thus undergo the great hardships which follow 
unemployment.” 


“-s= Catholic Bishops of the United States 
The Church and Social Order, 
February 7, 1940 


“Present circumstances render more pressing and more 
imperious the obligation for workers . . . to exercise this 
right (to join unions).” 


--- Bishops of Quebec 
Pastoral Letter, February 1950 


GREEK ARCHDIOCESE OF NORTH AND SUUTH AMERICA 


“The Greek Orthodox Church in America recognizes and is 
most appreciative of the prime right of both employees and 
employers to organize for the purpose of collective bargaining, 
in order to ensure ecnomic and social justice and equality in 
our beloved United States. 


“The great strides labor has taken towards effective 
Organization in the past few decades in this country have had 
the democratic support of the great majority of Americans, and 
of all employers who are far-seeing.” 


--- Archbishop Michael, April 1958 
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AMERICAN BAPTIST CONVENTION 
“Labor has a right to responsible collective bargaining.” 


--- Minutes of the Convention, 1946 


SOUTHERN BAPTIST CONVENTION 


“We recognize the right of labor to organize and to engage 
in collective bargaining to the end that labor may have a fair 
and living wage, such as will provide not only for the necessities 
of life, but for recreation, pleasure and culture.” 


--- Southern Baptist Convention, 1952 


CH OF THE BRETHREN 


“Economic groups having common interests, such as labor, 
employers, or consumers, have the right to organize to promote 
their legitimate needs and purposes.” 


--- Annual Conference, 1951 


THE EVANGELICAL UNITED BRETHREN CHURCH 


"We call attention to the fact that while many wage-earners 
have reached a gainful economic status, thousands of workers are 
still living below standards of economic and social decency; and 
we express our deep concern for them. 


“We reaffirm the right of labor to organize and to bargain 
collectively.” 


--- 1954 General Conference 


DI aI 


“It is our conviction that workers should have the right to 
self-organization, to form, join, or assist in forming labor 
organizations, to bargain collectively through representatives 
of their own choosing and to engage in such activities as are 
within the limits of constitutional rights for the purpose of 
bargaining with employers and other mutual aid protection.® 


--- International Convention 
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UNITED CHURCH OF CHRIST 


. » we affirm our convictions that labor unions contribute 
both economically and morally to our modern industrial society 

- - + We commend the vast majority of union members who have 
labored to make of their unions a force for economical justice, 
social progress, and democratic community life .. .” 


--- Adopted by the Council of Christian 
: Social Action of the United Church of 
Christ at its meeting in October 1957. 


CONGR EGAT IONAL-CHRISTIAN CHURCHES 


“We believe that responsible and democratic trade unionism 
is both necessary and wholesome. The individual worker in an 
industrial establishment can seldom express effectively his needs 
and desires respecting his employment. By joining in a demo- 
cratic organization with fellow-workers, he can present in an 
orderly way the demands which he feels must be made if his ‘) 
dignity as a worker is to be upheld. Management, for its part, 
is assured of a channel of communication, and is able to recog- 
nize and to make adjustment for needs of its employees.” 


--- Council for Social Action, 
Congregational-Christian Churches, 1950 


EVANGELICAL AND REFORMED CHURCH 


“For most of the present century the official agencies of the 
Protestant churches have supported the right of workers to organ- 
ize in unions of their own choosing for collective bargaining. 


“In certain industries we find that organized labor and 
collective bargaining have been accepted as necessary aspects of 
democracy in an industrial society. Socially responsible manage- 
ments are no less committed than unions to the promotion of good 
industrial relations on a basis of mutual respect.” 


--- Report of the Commission on Christian 
Social Action, 1956 


THE UNITED CHURCH OF CANADA > 


“Our Church, having stated its belief in collective bargain- 
ing as a social procedure, accepts her share of responsibility 
for creating an informed and favourable public opinion in regard 
thereto.” 


--- Board of Evangelism & Social Service, 1940 
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AUGUSTANA LUTHERAN CHURCH 


“The Synod stands for the right of employee and employer 
to organize for collective bargaining; ... 


--- Annual Convention, 1939 


THE UNITED LUTHERAN CHURCH IN AMERICA 


“It is the right of every man to organize with his fellow 
workers for collective bargaining through representatives of 
his own free choice.” 


--- Board of Social Missions, The United 
Lutheran Church in America, 1944 


THE METHODIST CHURCH 
“We stand for the right of employees and employers alike to 
organize for collective bargaining; protection of both in the 


exercise of their right; the obligation of both to work for the 
public good.” 


--- Excerpt from the Social Creed of The 
Methodist Church, 1960 


THE AFRICAN METHODIST EPISCOPAL CHURCH 


“One of the most significant elements in contemporary 
society is the labor movement . . 


“It cameinto being in response to the need for full freedom 
and justice for the working man... 


' “The forces of religion should realize that. two of the 
mightiest forces in history are labor and the church .. . 


“We believe that the worker should have the right to organ- 
ize and bargain collectively ...™ 


--- From Episcopal Address to 1952 General 
Conference 


THE REFORMED CHURCH IN AMERICA 


' “We recognize the value to our national economy of a pro- 
gressive organized labor movement; 


“We gladly acknowledge the material benefits brought to 
millions of laboring people through the labor movement ... ™ 


--- General Synod Meeting, 1957 
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) THE EPISCOPAL CHURCH 


“The right of labor, equally with capital, to effective 
organization and the corresponding responsibility on both sides 
for the exercise of the power so attained in strict accordance 
with the moral law as serving this common good.” 


--- General Convention, Protestant 
Episcopal Church, 1922, endorsed the 
above principles. 


“The right of employees to organize and to bargain col- 
lectively is necessary to maintain an economic balance between 
labor and capital.” 


--- Excerpt from a report of a committee 
on national problems adopted by the 
General Convention of 1934. 


JEWISH 


} “The same rights of organization which rest with employers 
rest also with those whom they employ.” 


--- Central Conference of American Rabbis, 
1928 


“We believe that the denial of the right of workers to 
Organize and form group associations so that they may treat as 
economic equals with their employers is tantamount to a curtail- 
ment of human freedom. For that reason we favor the unionization 
of all who labor.” 


~-- Rabbinical Assembly of America, 1934 


AMERICAN LUTHERAN CHURCH 


“The Church recognizes the right of labor to organize for 
collective bargaining and mutual protection... 


“The Church is interested in employer-employee relations 
. « « because we as churchmen . . . are interested in human 
beings and in their material as well as moral and spiritual 
welfare... 


--- Board for Christian Social Action, 1955 
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NATIONAL C. JNCIL OF CHURCHES 
“We recognize the right of »oth employers and employees 
to organize for collective bargaining, and in connection with 
employees we believe that it is generally desirable to do so.” 


--- General Board, February 27, 1958 


“We believe that collective bargaining can be and has proved 
to be a social instrument of great merit in preserving vital 
freedoms in our economy.” 


--- General Board, December 2, 1959 


WORLD COUNCIL OF CHURCHES 


“We welcome the role of responsible trade unions in fighting 
exploitation and promoting a humane environment for workers, and 
also the growing cooperation between labor and management to 
increase the material resources available for human welfare.” 


--- Evanston, Illinois, 1954 Assembly 
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Ever watch a good ventriloquist? Funny 
how easy it is to imagine that the dummy 
is really talking. It’s like that with “Com- 
pany Unions,” also . . . easy to imagine 
the union has a voice of its own when 
really it’s the boss talking, all along. 


Bosses like “Charlie McCarthy” unions. 
It’s the surest way they have of making 
you think you have union protection and 
security, without ever granting you pro- 
tection and security. 


If the boss does do something you think 
is unjust you might kick up a fuss. But if 
the “Company Union” says it is “OK” then 
he can get by with no complaints because 
he controls your “union voice.” 


It’s an important matter. Stop and 
think—when you have a grievance... 


Whose 
Voice. 


Speaking? 


when you should get a wage increase .. . 
when someone with less seniority gets the 
job you’ve had your eye on—what kind 
of a voice do you want speaking for you 


then? 


You don’t want the boss’ voice. Yet 
that’s what you get with a “company un- 


ion.” You get weakness at the time you 
most need strength. 


Remember. Charlie McCarthy was 
never intended to have a voice. You were! 
Charlie can never speak for himself. You 
can! Your union is your voice on the job. 
It is your voice in your welfare. It can be 
as strong and as effective as you can muke 
your union strong and effective. Everyone 
knows that bosses don’t want strong effec- 
tive unions. 


So the way you promote your welfare 
and secure your future is through a union 
which is truly “independent” . . . indepen- 
dent of domination and interference by 
management. Your future is in the AFL- 
ClO. Join today! 
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WHO PROFITS BY DELAY ? 


Whenever workers start to organize themselves into a union there is one 
thing they nearly always experience—DELAY! 


It doesn’t take much hard thought to come up with the answers to the 
question of “why” and “who.” To start with, everyone knows that government 


procedures have lots of “red tape.” You don’t have to use the red tape but it’s 
there if you want it. 


Now, let’s see who wants it—and why. Certainly it isn’t your union. You 


have already signed cards and showed the government that you want the elec- 
tion and you want it now! 


The boss doesn’t feel that way. Let’s say that when your union is voted in 
you negotiate wages and other benefits totalling 20 cents per hour. At forty 
hours a week that amounts to eight bucks a week. Multiply that eight bucks 
times the number of workers and you can see how much the company saves 
each week it delays the election. 


And there’s another reason. Companies figure that delay helps to dis- 
courage you. It gives them time to whittle away at you and maybe change a 
few votes so as to lessen your union’s chances in the election. 


Just remember these facts if the time seems to drag on. The company is 
trying to protect its pocketbook and weaken you. Your best defense is to dig in 
more determined than ever to win—and take a few extra pennies come contract 


time to make up for the delay. 
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A UNION IS A GOOD THING 
FOR WORKING PEOPLE, FOR 
THEIR FAMILIES AND THE NATION 


This is a question that causes great confusion to some Often the truth is hard to find. The truth about 
people. They read bitter things about unions in their many things is hard for people to find. When we 
daily newspapers. They hear the boss talk badly seek the real truth we frequently turn to what our 
about unions. They often get bad impressions . .. religion teaches and what our church says because 
But usually those bad impressions come from the kind we have faith that the word of the church will be 
of sources and people who want the workers to have based on an interest in our well-being, not the selfish 
bad impressions. interest of a very few. 


LETS LOOK AT WHAT THE CHURCHES SAY 
@ PROTESTANT: 


“Not only has labor a right to organize, but also it is socially desirable that it do so 
because of the need for collective action in the maintenance of standards of living . . .” 
(Statement by The Executive Board of the «Division of 
Christian Life, National Council of Churches of Christ) 


@ CATHOLIC: 


“Labor can have no effective voice as long as it is unorganized. To protect its rights 


it must be free to bargain collectively through its own chosen representatives . . .” 
(Statement by the Catholic Bishops of the United States) 


@ JEWISH: 


“Workers have the same inalienable rights to organize, according to their plan, for 
common good and to bargain collectively with their employers to such honorable means as 
they may choose . . .” 


(Statement by Central Conference American Jewish Rabbis) 


MILLIONS OF AMERICAN WORKERS ARE ECONOMICALLY STRONGER, MORE 
SECURE BECAUSE OF THEIR UNION. THIS MEANS THEIR FAMILIES ARE 
HEALTHIER AND HAPPIER AND THE NATION IS BETTER BECAUSE OF IT. 
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WHAT IS THE ROLE 
OF UNCLE SAM? 


Uncle Sam is the regular 
referee in the great Ameri- 
can tradition of “fair play.” 
He sees to it that the rights 
of every citizen gets protec- 
tion. Because your right to 
have a Union is a legal right 
then Uncle Same is the ref- 
eree who sees to it that no 
one breaks the rule and tries 
to deny you this right. That 
is the American way. You 
have a lawful right to a Un- 
ion and it is protected by the 
U. S. Government. 


A NAME TO GET USED TO 


“NLRB” is a well-known name to union workers. Since 
it’s a name you'll be hearing many times we thought you 
should know about it. 


“NLRB” stands for NATIONAL LABOR RELATIONS 
BOARD. It’s an agency of the United States Government. 
It’s important to you because it has the job of protecting 
your RIGHT to organize a Union of your own choosing. 
It will determine when your election will be, arrange all 
details, and conduct the election by secret ballot. 


So remember “NLRB”. In protecting your rights it’s like 
the cop on the beat who blows the whistle on the guy who 
breaks the law. 


Look at it like this: When you drive a car you have a 
right to go when the light is green. If some one crashes 
through the red light and interferes with YOUR LEGAL 
RIGHT to proceed, then they have broken the law and are 
subject to arrest and penalty. 


Sometimes the boss “crashes” through and tries to inter- 
fere with your right to unionize. A foreman may try to 
frighten you or influence you. Little threats may be made 
to interfere with your free choice. These things are viola- 
tions of the law. 


Be on your toes! If such things happen make a note of 
them. Check and see if another worker also heard them. 
Report them immediately to the union representative and 
get all the facts on what happened. 


In the meantime remember . . . you are supposed to be 
a good citizen on the job. Good union members are good 
workers. They live by the rules and give a fair day’s work 
in order to demand a fair day's pay. 


One thing more about the NLRB. It demands proof 
that the workers want a union election. That’s what the 
authorization cards are for. Make sure you sign yours and 
send it in today. 


ARCO 


HEALTHY PAYCHECKS AND HEALTHY WORKERS MAKE AMERICA HEALTHY 
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THE BOSS HAS RIGHTS, T00/ 


SURE THE BOSS HAS RIGHTS. 


For example, companies have the right to join organizations like 
the NATIONAL ASSOCIATION OF MANUFACTURERS, THE CHAM- 
BER OF COMMERCE, and the ASSOCIATION OF PRETZEL BEND- 
ING MACHINERY FABRICATORS OF NORTH AMERICA. 


OUR COMPANY BELONGS TO ALL THREE. 


We didn’t object when it joined. We didn’t say, “IF YOU JOIN THE EMPLOYERS UNION 
WE'LL QUIT WORKING .. .” or, “WE’LL CONSIDER IT AN UNFRIENDLY ACT .. .” or, 
“YOU’RE LETTING SOME OUTSIDE GROUP COME BETWEEN US.” 


e@ We feel that if the boss wants to join his union, 
that’s his business; we'll keep out of it. 


@ Joining a union is our business; let HIM keep out of it. 


e Our NLRB election is to determine whether we 
want union representation. . . . It's OUR choice 


. » »» OURS ALONE, 


YES, THE BOSS HAS RIGHTS. SO DO WE. 
e°@ 


THEY'LL ALL BE GUARANTEED—IF WE BOTH MIND OUR OWN BUSINESS! 
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It takes coordination, strength and a hammer big enough 
to get the job done. Your vote in the union election can 
determine how high you go up the ladder and if you 
“ring the bell” at the bargaining table. 

You see, there’s one language that every company 
understands when it sits down with a union to negotiate 
a contract. It’s the language of strength and unity. 

The greatest opportunity you will ever have to dem- 
onstrate such strength and unity comes when you vote 
in the NLRB election. 

That election is conducted by the U. S. Government 
and the results are certified and made public. While no 
one will know how you vote, everyone will know exactly 
how many vote for and how many against. 

If 53% vote for the union and 47% against, then your 
union wins and the company must then bargain with you. 
But the company will know that nearly half of you were 
against the union. 

Compare that situation with one in which all of you 
vote for the union—a 100% victory. Consider the dif- 
ference in the company’s attitude toward your unity and 
strength when you sit down to negotiate wages and con- 
ditions. When the company knows you are strong and 
united then you'll be able to translate that strength into 
your paycheck. 

So set your goal for a 100% in the election. Just 
remember . . . the more complete your election victory 
the more complete your contract victory. 
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Within the past few weeks many of you have come to us and 
said . . . “We need a union”. Most of you were surprised to learn 
that Uncle Sam and the Federal Law protects workers and guaran- 

tees them the right to organize their own union. 
We have been asked to distribute this leaflet so that all of you can 

know your rights under the law. 
The U.S. Government GUARANTEES your right to select a union of 
your own free choice. The government even comes in and conducts the 
election. It is a secret ballot election. The bosses are not even allowed to 
be around the voting place while you are voting, even though the voting 
takes place inside the plant. 

There is one thing that the government requires of you before it will hold 
such an election. At least one third of you must tell Uncle Sam you want that 
election. You do that by signing Union Authorization cards. 

The card is attached at the bottom of this leaflet. It is completely confiden- 

tial. The union turns it over to Uncle Sam at the National Labor Relations 

Board. No one else ever sees it. You'll note there is a first-class mailing per- 

mit, postage paid and self-addressed. All you need do is fill it out an drop it 

in the mail immediately. That's all that is necessary to start the ball rolling. 
Signing the card does not obligate you in any way. It is merely the means 

under the law to show the government that you want an election held. 
Remember, your right is protected by law. If the boss says anything 
to you or you hear anything that any of the bosses say to any of the 
workers which is of a threatening nature or would tend to frighten 
them from unionizing, report it to the union representative imme- 
diately. The boss cannot threaten, discipline or discharge because 

you want a union. 


JOIN THE AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 
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IN AFL-CIO YOU ARE IN AMERICA’S FAMILY OF LABOR 


Joining an AFL-CIO union means locking arms with union work- 


ers everywhere in the crusade for economic stability and job 
security. 


Independent surveys show that union paychecks are bigger, 

acancanmeoaey union jobs more secure. In AFL-CIO you automatically come 
into an inheritance of strength and security which union workers 

LOOK UNDERNEATH for years, all over the nation, have been building. It’s the great- 


est insurance in the world for you and your family. Join with 
your fellow workers for your advancement and security. 


EDITOR’S NOTE: 


Here’s a way to get more variation and mileage out of your leaflets 
to which you attach authorization cards. 


Take the leaflet “It’s OK to Organize”. In its 842 x 11 form it is 
ready for you to attach a card and distribute. But . . . take that leaf- 
let and lay it under this sheet so that the two big arrows coincide. 


The top dotted line is where the 814 x 11 sheet will end. The bot- 
tom dotted line is where the bottom of an 8% x 14 sheet would end. 


The added few inches can be used for a new headline (ex- 
ample shown: “In AFL-CIO You Are In America’s Family of 
Labor”) and a special message explaining some of the particulars 
about the union without making the sheet look too heavy with 
type . . . and here’s the way. Place your authorization card (or 
envelope) so that it neatly covers that new headline and added 
block of copy. It takes away the “heavy copy” look. You can 
use the little figure of Uncle Sam to get extra attention. 


If you prepare this leaflet for mimeograph, cut the full stencil from 
the 8% x 11 sheet, leaving off the line “join the American Federation 
of Labor and Congress of Industrial Organizations” across the bottom. 
Then slide the above sheet under the stencil, lining it up with the 
big arrow, and complete your 842 x 14 leaflet. 
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THE WAY TO GET AHEAD 
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. dear to every true American 
heart—Liberty and Union, now 
and forever, one and inseparable!” 

—Daniel Webster 
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THE PILGRIMS 


Since 1620, when Pilgrims on the 


Mayflower joined together for “ye 
generell good of the. Colonie,” 
Americans have been joining to- 
gether for their mutual benefit, 
often using a written contract as 
the instrument that binds them with 
each other for “the generell good”. 


THE AMERICAN COLONISTS 


And in colonial America, even 
before the Revolution, Americans 
did things together, in union. Plow- 
ing a field, raising a barn or log 
cabin, were community projects. It 
was, and is, the American tradition 
of cooperating with those in the 
same field of work. 
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SETTLERS OF THE WEST 


We still thrill to the story of our 
pioneer forefathers crossing the 
country in covered wagons. Before 
such a wagon train started out, the 
men in it usually signed a compact 
or contract, to work together for 
the common good and common de- 
fense. They were carrying out the 
same tradition that started our 
country, for the preamble to the 
constitution of the United States set 
the pattern to “form a more perfect 
union”, provide for the common 
defense and promote the general 
welfare. 
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GOOD BUSINESS PRACTICE 


As America became a more in- 
dustrial country, a merchant and 
manufacturer as well as a farmer, 
the people who make and sell 
goods, formed their own unions. 
Chambers of Commerce, Merchants 
and Manufacturers Associations, 
Maritime and Mining Trusts and 
Associations, have all banded to- 


gether to promote their mutual busi- 
ness interests. Like members of la- 
bor unions, the businessmen pay 
dues to their “unions” and help 
make the rules under which they 
operate. 
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ADOPTED PROFESSIONALLY 


An excellent illustration of 
closed-shop trade union is the 
American Medical Association. 
Medical societies have existed in 
America since the early 19th cen- 
tury. In 1847 the present American 
Medical Association was formed. 
Its members all belong to the same 
profession; they are joined together 
to better the conditions of doctors 
and their patients, to set standards, 
to set the rules by which Americans 
may use their services. 


In literally hundreds of trades, 
crafts, skills, industries and profes- 
sions, employees have been forming 
unions since colonial days. In 1786, 
three years before the U. S. Consti- 
tution became effective, the Printers 
Union of Philadelphia won their 
struggle for a $6 minimum weekly 
wage. 
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WORKING PEOPLE, TOO 


Today the 18,000,000 Ameri- 
cans who belong to unions work in 
thousands of fields. The man who 
built your house, the furniture and 
appliances in it. Your favorite actor 
is a union memter, and so is the 
waitress who served you yesterday. 
The men and women who work in 
the factories, stores, mines and 
ships. Script writers and farm work- 
ers, Americans all, belong to unions 
and are PROUD of it! 


The people in unions work for 
their own mutual benefit, and for 
the benefit of all other Americans 
as well. Their wages make Amer- 
ican living standards the highest in 
history. The standards they set in 
hours and conditions benefit Amer- 
icans everywhere. 
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INDIVIDUAL DIGNITY 


But even more than high wage 
and economic standards, Unions 
are geared to the rights of the in- 
dividual. Your idea of right and 
wrong, as an individual, is given 
expression through a union. 


Practices on the job, which you 
think should be improved, can be 
improved with a Union to give voice 
to your ideas. Things which happen 
to you, and which you think are 
unjust, can be questioned and cor- 
rected through the union grievance 
procedure. Your voice unheard and 
your idea unheeded, spring to life 
with a Union in the picture. 


So you see, Unionism is the 
American tradition. And it is most 


American when workers organize 
to guarantee the right of the in- 
dividual and, even as the Pilgrims, 
promote “ye generell good”. 


Mique WHAT 1S THE UNION? > 
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YOU BELONG IN THE PICTURE... 
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How Strong would you want your Union to be? 

There is only one way for you to know the answer to that question. 

Try to imagine a situation wherein your job is at stake. You had a 
good job. You liked your job and saw chances for advancement. Other 
jobs are scarce and besides, maybe you're getting a little over the age 
where other employers might not be interested in you as a new em- 
ployee. (That’s not very old, you know.) 

You have bills, installments, children to provide for and a home to 
maintain. With the loss of your job you lose your insurance and possibly 
your hospitalization. You lose the years of credits you may have built 
up in a retirement plan. 

Sounds pretty bad, doesn’t it? Well, it’s no fairy tale. That’s how 
it is very often when workers are discharged. 

All right. Now you're fired and you feel you have been fired 
unjustly. Maybe you were a little wrong . . . but not enough to have 
this kind of treatment. Or maybe you feel you were not wrong at 
all . . . and perhaps you are right. 

But the management says, “You’re Fired.” 

Your only chance now depends upon the union winning your 
case and getting your job back, because if you don’t have a union you 
have no chance at all. 

NOW ask yourself... “HOW STRONG WOULD I WANT MY 
UNION TO BE?” 

You’ve got the answer now, haven’t you? You would want it 
to be the strongest and most forceful union possible! 

You can also see why the boss wants just the opposite. First he’d 
like for you to have no union at all. That means there’d be no one to 
question him if he discharged you. But, if you are going to have a 
union he’d like for it to be a weak union so that there wouldn’t be 
much fear of the union upsetting his actions and getting your job back 
for you. 
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To understand these things is to understand, with intelligence and 
courage, the importance of the RIGHT to strike in a free and democratic 
society. In Russia and Cuba the workers have no such right. To take 
away from American workers the RIGHT to strike is to reduce them 
in dignity, but even more practical, it would wipe out most of manage- 
ment’s respect and consideration for them and their wishes. 

Consider the Union Contract. Without the RIGHT to strike facing 
management during the negotiations, it would be a weak contract indeed, 
containing only that which management was willing, out of the “good- 
ness of its heart,” to give. 


How would this affect you and the job the union is trying to get 
back for you? If that contract—which is the basis for the Union’s case 
in your behalf—is a weak contract, you are probably lost. But if it is a 
good strong contract, containing guarantees against unfair treatment, 
then your personal future takes on a new note of encouragement. 

Certainly the forces which oppose Unionism try to paint a dark pic- 
ture. They know that no one likes strikes, including union members 
themselves. If they can make everyone think of “Strike” when they hear 
the word “Union” then everyone will tend to dislike Unions. This is 
a particularly important tool in management’s kit when it comes to 
keeping unorganized workers from unionizing. 

That’s why it is important to know the TRUTH, because, as the 
Good Book says . . . “The truth will make you free.” 

And the truth is this. Unions negotiate for AGREEMENTS, not 
for STRIKES. Nearly every labor contract is negotiated peacefully. 
And though peaceful they are honorable, containing advancement year 
after year in wage levels and job protection. It is a fact that organized 
workers win not so much through strikes, but because they have the 
ability and the right to strike .. . AND THE BOSS KNOWS IT! 

This is your strength and your strength is your future. 
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IN UNION THERE IS STRENGTH... 
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- time lost from work injuries was 2% 
YEARS 1950-39 times as great as time lost from strikes. 


YEARS 1956-59 Total time lost from strikes less than 
one-third of one-percent of all time 
worked. 


YEAR 1957-58 total time lost as a result of illness and 
(JULY 1-JUNE 30) non-work injury was 23 times as great 
as time lost from strikes. 


IN 1960 over 500 times as many man-hours were * 
lost from layoffs and unemployment as 
from strikes. 


ANNUALLY the record of unions for negotiating con- 
tracts without interruptions of work due 
to strikes is 97% ... and that’s an “A” 
on any report card. 


SOURCE: 1961 Economic report of the President; handbook of Basic Eco- 
nomic Statistics, Dec. 1, 1960 (Economic Statistics Bureau of 
Washington, D. C.); U. S. National Health Survey, U. S. Dept. 
Health, Education and Welfare, May 1959. 
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HIDDEN) COST 


° OF NOT BELONGING 


Did you ever stop to think how much you pay NOT to belong to 
a union? 

It is a fact, you know, that union pay checks are fatter and union 
jobs more secure. Independent surveys have proved it. A very recent 
one, by the University of Michigan, reveals that Union families as a group 
have achieved higher levels of income than comparable non-union 
families. They have larger holdings in terms of liquid assets, are able 
to contract a higher amount of installment obligations, and account for 
a higher proportion of home ownership. 

So you see, when you join a union you receive an inheritance. And 
if you don’t join you continue to pay extra for not belonging. Oh sure, 
you save the dues. But the dues for non-membership are much higher. 

Dues are important to unions. The more dues-paying members, the 
stronger the union and the more complete its program. Management 
won’t listen very seriously to a union which represents a minority of 
employees. But it has to listen when the union speaks for all the workers. 
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Have you ever heard a single football fan yelling in a stadium when 
you were a block away? No, but you’ve heard the roar of 50,000 fans 
when you were many blocks away. So it is with management. They 
can’t hear the voice of a single employee or even a few, but they can 
hear, and they heed, the united voice of their organized employees. 

Thus, you join and pay dues to the union to strengthen that voice so 
that you, as an individual, are more secure. The protection and 
advancement which your dues buy, are great. The expense of not having 
a union is greater! 
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Let’s take a look at government statistics and see what happens to 
the worker who organizes. Then you'll see how much it costs the non- 
member to “save” those union dues. Study the table on page three 
(below). Note that the annual wage increase which is credited each 
year is arrived at from government figures of average wage increases for 
that year in UNION CONTRACTS! 

Using government figures, and considering union dues at $5.00 per 
month (many unions have dues lower than this figure) the average 
union wage increases show a net gain after five years of $840. For a 
worker without a union and without increases, the cost of NON- 
MEMBERSHIP IS VERY GREAT! 


~ $2.00 PER HOUR 
$4,000 PER YEAR 


13¢ PER HOUR $2.24 PER HOUR 
$260 PER YEAR $4,480 PER YEAR 


10c PER HOUR $2.46 PER HOUR 
$200 PER YEAR $4,920 PER YEAR sean 
= Re eee iii ? eae ar 


NET GAIN AFTER DUES THROUGH UNIONISM 589,00 
() 


This chart shows only the wage picture. Pensions, hospital-medical 
plans and many other union benefits, plus grievance procedures which 
protect workers against unfair discharge, are all part of the picture in 
measuring the cost of NOT belonging. 
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LIVING COSTS 


WHEN YOU PAY UNION DUES WHEN YOU SAVE UNION DUES 
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YOUR SAVINGS GO UP YOUR SAVINGS GO DOWN 


The cost of non-membership gets really rough when you go to the 
grocery store or buy other necessities of life. Living costs are constantly 
rising. The grocer doesn’t give you a discount because you don’t belong 
to the union, you pay the same price but you have less to pay it with. 

Unions know this. Union members know the problems of increased 
living costs. That’s why many unions have automatic contract clauses 
which give them automatic wage increases when living costs go up. 
They get these in addition to general wage increases. 

So you can see that they not only are protected against living cost 
increases. Under such contracts they are actually able to increase their 
purchasing power right while living costs are going up. 

So there it is on black and white. Government figures, University 
research, a year-by-year chart to show you that staying outside of the 
union family is costing you and your family more and more each year. 
Non-Union membership is too expensive for anyone who works for a 
wage or salary, so join the union today. 
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“If a man tells you he loves Americ, yet 
hates labor, he is a 
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when great men agree . 
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FRANKLIN D. ROOSEVELT. DWIGHT D. EISENHOWER 

“If | were G worker in a factory, the first thing “Only a fool would try to deprive working men 
1 would do would be to join a union.” and working women of the right to join the union 

of their choice.” 

HARRY S. TRUMAN JOHN F. KENNEDY 

“The right to join a union of one's choice is un- “The American Labor Movement has consistently 
questioned today, and is sanctioned and protected demonstrated its devotion to the public interest. 
by law.” It is, and has been, good for all America.” 


MILLIONS AGREE .. . Yes, millions of workers and their families make up the 
American Labor Movement. They have made the lives of their families fuller and happier and 
they have made their jobs more secure . . . and built a better America in the process. You can 
also find improvement through Unionism. 
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No one is more interested in labor unions 
than the boss—especially when he gets wind 
of his employees’ starting any kind of a union- 
izing campaign. 


His interest is understandable. His actions, 
however, are often close to unbelievable! 


He knows that his employees should be 
allowed to use their own judgment, BUT 
SOMEHOW HE DOESN'T QUITE TRUST THEIR 
JUDGMENT, at least to do what he wants. 


He knows he'd blow his stack if the workers 
ever stuck their noses in his union affairs—the 
Chamber of Commerce, Manufacturers’ Asso- 
ciation, or Merchants group — BUT THAT'S A 
DIFFERENT MATTER! 


He knows there is a law protecting the 
workers’ right to organize, BUT AFTER ALL, 
MAYBE THE WORKERS DONT KNOW THEIR 
RIGHTS—and besides, THERE ARE EXPERTS TO 
HELP HIM “BEND” THE LAW A LITTLE AS HE 
TRIES TO “INFLUENCE” HIS EMPLOYEES. 


In recent years the pattern of company inter- 
ference in union campaigns has become very 
common — common because it happens fre- 
quently, and common because it takes much 
the same form each time. 


Since it could happen here . . . since it will 
happen here if your employer has decided to 
go all-out in fighting your intent to organ- 
ize . . . you might be interested in knowing 
something about the ways anti-union employ- 
ers attempt to “influence” their employees’ 
judgment concerning union membership. You 
should know what sort of anti-union propa- 
ganda blockbusters the boss may start drop- 
ping in his campaign to convince you that you 
don’t want, or need, the union. 
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LOOK OUT FOR “LOVE LET- 
TERS” from the boss. All of a 
sudden you may be favored by a 
burst of affection from the boss. For 
the very first time since you began 
to work for the company, the boss 
may start sending letters to your 
home. From these letters, designed 
to be read both by you and your 
family, you will learn for the first 
time how “deeply concerned” he is 
about your welfare. 

You may not have suspected it 
before, from the size of your pay- 
check, but these letters will reveal 
that the boss worries about your 
economic well being, at least to the 
point of being concerned about the 
way you spend your paycheck. He 
dreads the thought that you may 
waste your money—by paying un- 
ion dues, for instance! 

You'll discover another phase of 
his interest in your welfare: He is 
anxious that you not get mixed up 
with any “shady characters”—like 
union representatives, for instance! 
He may even describe them as 
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crooks, mobsters or racketeers in 
his effort to convince you that they 
are “shady characters.” 

Furthermore, he has a great fear 
that you might lose your independ- 
ence ... become a slave to some la- 
bor “boss” who can order you out 
on strike at any moment even 
against your will! 

Perhaps you hadn’t realized it, as 
you and your fellow workers have 
been meeting and talking about the 
union, that the minute you become 
a union member you'll change into 
a strike-happy, irresponsible and 
violent individual. But the love 
letters will educate you on that 
score. They'll point out this tend- 
ency to strikes and violence that 
you hadn’t noticed in your fellow 
workers and friends before. 

The letters, of course, will forget 
to inform you that there are some 
125,000 union contracts governing 
labor - management relations and 
that 97% of them are signed after 
peaceful negotiations. They'll for- 
get to mention that more workers 
miss work because of colds than be- 
cause of strikes, and that strikes 
have to be authorized by the work- 
ers themselves before they can be 
conducted. 

You will learn, however, from the 
love letters the boss sends, that you 
are all part of a happy family, at 
work, and you will read his fervent 
hope that no foreign influence like 
the union will ever break up that 
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wonderful, intimate relationship he 
says. you’ve always enjoyed. 

Did you know that the boss has 
always maintained an “open door” 
policy? Did you know that any 
time you had a grievance or felt any 
dissatisfaction about wages, hours, 
or any other part of your working 
conditions, all you had to do was 
pay him a little visit to talk it over? 
Well, if you haven’t been aware of 
all this, the love letters will make 
it clear to you. 

There are many, many more 
things the love letters will tell you. 
You'll enjoy reading them. You 
can tie them up with blue ribbon 
and put them in your hope chest. 
Hopes are about all you'll get, 
without a union. 


LOOK OUT FOR RUMORS 

spread by foremen and supervisors. 
You may hear that raises are com- 
ing, “if only that union doesn’t get 
in.” You'll hear that the boss knows 
whom he can “trust” and who is a 
“union-sympathizer.” You will hear 
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that those who are backing the un- 
ion have always been trouble-mak- 
ers who have never carried their 
share of the work. 

You may hear that the boss “has 
his eye on you”— that he has been 
thinking about giving you a raise or 
a promotion. Or you may hear that 
he is “wondering” about you and 
just can’t believe that you would be 
“disloyal.” 

You may hear that the boss is 
thinking of moving the company to 
another city or state if the workers 
vote for the union—or that he has 
told a close business friend that he 
just will not be able to get along 
with the union and will probably 
have to shut down! 

You may hear that the union will 
demand “industry-wide seniority 

. that if a union place “up 
north” or “down south”, or “out 
west” has a layoff, the union will 
shift those workers here and bump 
you out of a job! 

You may hear that unions don’t 
permit more than one member of a 
family to work in the same place— 
actually make the boss fire wives 
whose husbands work for the com- 
pany, and that children, parents or 
other relatives of workers can be 
thrown out of their jobs because of 
such union rulings! 

Such rumors may sound fantas- 
tic to you, and they are, but they’ve 
been used by many a company in 
many an anti-union campaign. 


eo 
ue : ‘ 
: 5 
, rd 
. 
7 
i 
Bs | 
‘ 
| 
| 
i 
a 
| 


7 
LOOK OUT FOR “COMMIT- 
TEES OF LOYAL EMPLOYEES” 
that suddenly come into existence, 
. and start issuing letters and leaf- 
lets urging you to “stick with the 
boss.” You will notice that these 
employees speak openly during 
working hours, use their names on 
handbills, and appear to be con- 
ducting their own campaign. They 
will deny that they have any con- 
nection with the boss and will be 
“amazed” that anyone should think 
such a thing. They are just inter- 
* ested workers who don’t like unions 
and who are willing to pay the cost 
of leaflets, and mailings, to help 
keep the union out—so they say! 
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LOOK OUT FOR “SPECIAL 
COMMITTEES” of local business 
men and civic leaders. These spe- 
cial committees also spring up over- 
night, like the special committee of 
loyal employees described above. 
This new-born committee will claim 
that it is interested only in your wel- 
fare when it urges you to help keep 
“those dirty unions” out of the com- 
munity. Again, like the committee 
of loyal employees, this group will 
insist it has no connection with the 
company. Naturally, it will be pure 
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coincidence when the committee’s 
newspaper stories and advertise- 
ments are identical with statements 
printed by similar “committees” in 
other communities. 

And don’t be surprised if some 
members of this special committee 
of interested citizens call upon 
members of your family, to urge 
them to ask you not to vote for the 
union. You may not be accustomed 
to having the town banker, the edi- 
tor of the newspaper, or the credit 
manager of the finance company 
from which you borrowed some 
money, call upon you in your home. 
But they might just do that. It’s 
happened in other places, why not 
here? 


LOOK OUT FOR SPECIAL 
MEETINGS CALLED BY THE 
BOSS. The best name for these 
meetings is “captive audience meet- 
ings.” They'll be held on company 
time and will feature a little homey 
chat from the boss himself. It may 
be the first time he’s ever felt moved 
to call you together that way— 
at his expense—but he’ll do it now, 
because he feels that it is so im- 
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portant that you know the “facts of 
life” or “understand” his problems. 
He'll remind you of all he and the 
company have done for you and 
your community; he’ll tell you that 
you and the company are partners 
in a great enterprise and that you 
will make progress together. But 
he’ll sadly inform you that there 
won’t be any more “togetherness” 
if you decide to join that “outside” 


union. 
He may read from a printed state- 


ment to be sure that he doesn’t get 
too excited—say what he really 
means, and thus violate the law. If 
you listen to the words of the 
speech carefully, you will realize 
that he isn’t actually saying that he 
will fire anyone, or close down the 
company if the union wins, but you 
and your fellow workers won’t have 
any trouble getting his “message.” 

The boss may use this captive 
meeting to call for an “open vote.” 
He may ask all “loyal” employees 
to raise their hands and then de- 
clare that those who are for the 
union don’t have the courage of 
their convictions. 

If he follows the pattern, he'll 
suggest that a vote for the union is 
a vote to destroy the company and 
your job. He won’t attempt to ex- 
plain how that fits in with the fact 
that over 14 million American work- 
ers belong to AFL-CIO unions, and 
the companies for which they work 
seem to be flourishing! 
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Your employer may use any, or all, of these 
various devices—letters, rumors, threats, phony 
committees, captive meetings—and others not 
mentioned here, in his attempt to convince you 
that you don't want or don’t need a union. 
All of these methods are contained in standard 
propaganda packages developed and sold by 
professional union-busting specialists who are 
paid, and paid well, to confuse workers and 
get them to vote against their own best 
interests. 


Don't let some highly paid “‘specialist’’ tell 
you how to think. Don’t be tricked into voting 
against yourself. 


Neither the boss nor the anti-union specialist 
he hires will belong to, or run your union. 
They have their own “unions.” This union is 


different—it’s yours; you run it! 
The final decision must be, and is, up to you! 


While you're waiting for election day, the 
day you make the great decision, keep looking 
out for the blockbusters. They're almost bound 
to come. 


Then, on election day, look for the union box 
on the ballot and vote for your own benefit by 
voting for your AFL-CIO union. 
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